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PREFATORY NOTE 


This book is mainly intended to be a guide to the students 
attending the Co-operative Schools and Classes that are 
being organised e\er\ tear at various centres These 
students are at present under the disadvantage of having 
to go through a number of books for their preparatory stud\ 
and for obtaining an elementary knowledge of the different 
aspects of the co-operatne movement in Europe and in 
India in order to be able to follow intelligently the lectures 
delivered in the classes It is hoped that this book will 
supply this necessary background 
The book deals with co-operation in all its forms, and 
though each chapter deals with a separate aspect of the sub- 
ject, the lessons are so arranged as to maintain a continuity 
of thought A student wishing to study only a particular 
phase of the subject can get an insight into it by confining 
his attention to the specific section in which he is interested 
Besides the usual index given at the end of the book, a 
heading is given in the text to each paragraph, a nd these 
headings are brought together at the commencement of 
each chapter to facilitate reference 

Owing to the attempt made in the book to cover the 
\anous ramifications of the movement in the; different 
provinces in this country and abroad, it is possible that some 
inaccuracies may have crept into it Readers coming across 
any of them, are earnestly requested to bring them to the 
notice of the author, with a view to enabling him to set 
them right in the next edition 



FOREWORD 


I feel flattered and honoured at being asked to write a 
Foreword to Rao Bahadur Talmaki’s book “Co-operation 
m India and Abroad”, as he is not only an old, tried and 
veteran worker in the field of co-operation in Bombay, 
but is a keen student of the progress of the movement in 
this and other countries As a promoter of the Shamrao 
Vithal Urban Co-operative Bank, Ltd , Rao Bahadur 
Talmaki is one of the pioneers in the field of urban bank- 
ing in India While an officer of the Bombav High 
Court, he saw the difficulties of members of his community 
and other middle-class people about getting decent and 
suitable houses at a fair rental He came in contact with 
Mr Orr, the then Chairman of the Bombay Improvement 
Trust who was anxious to have the plots acquired and 
developed by the Trust built upon for residential purposes 
In the book, the Rao Bahadur has been very modest about 
his share of the work in the field as a pioneer of the co- 
operative housing movement first in the city of Bombay 
and then in the Presidency I do not think I am exaggerat- 
ing when I say that had not a man of his capacity for work, 
persistence in the cause and optimism taken up this branch 
of the movement the housing movement would not 
have made the progress it has made in the city of Bombay 
and many middle-class people would not have got the 
relief and freedom from worries that they have obtained 
with the help of the movement His interest m the co- 
operative movement was not confined to co-operative bank- 
ing and housing only It is very difficult to divide the 
credit for establishing the Provincial Co-operative Institute 
in Bombay between Ewbank, Talmaki and others Rao 
Bahadur Talmaki’s support of and work for the success 



of the Institute begin at its birth ind has continued un- 
broken till now, tint is, for a period of thirteen tears 
He has been indefatigable in his work as Honorarv Sccrc- 
tar\ of the Institute and has been a co-worker with 
Mr G K Devadhar in the educational activities of 
the Institute The success and growth of the educational 
work of the Institute art more due to Rao Bahadur 
Talmaki than to other individuals, for while other workers 
in the field excepting one or two joined the mot cment 
or left after some time, Talmaki’s work has been continuous 
and has led to an all-round progress in the educational 
activities of the Institute 

As Honorar) Secretary of the Institute for so mant 
years, the author had ample opportunity of knowing at 
first hand the causes of the slow progress of all branches 
of the movement except the credit side and the weakness 
of even the credit side in certain areas Almost in all 
chapters describing the present position of all branches of 
the movement, Rao Bahadur Talmaki does not mind re- 
peating dozens of times that the illiteracy of the masses 
has been the greatest handicap to the healthy all-sided 
growth of the movement Evidently, he feels so strongly 
on the subject that he cannot control himself and risks the 
criticism of casual readers that he harps too often on the 
need of literacy' and on the failure of the State to edu- 
cate the masses Being an oldish gentleman who has 
passed his life m office work and quiet study and who has 
no experience of speaking from a public platform, his 
language is bound to be sober and thoughtful The verv 
mildness of lus constant reference to the illiteracy of the 
masses who live in villages lends force to his accusation 
of Government for having failed to do its duty by those 
whose future was entrusted to its hands A trustee who 
had similarly failed in bringing up the wards put under his 
care would in a Court of Law be found to be guilty of 
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Before describing the “Stagnation of Villages,” the 
author correctly analyses the causes of the same and in 
one paragraph under the heading “old order and new” 
gives these reasons as succinctly as possible He is justified 
in giving at greater length the effects of the “introduction 
of a new system of law” which changed the entire aspect 
of lending and borrowing A perusal of this part of the 
book is sufficient to disarm those outsiders who often criti- 
cise the slow growth of the movement, because they will 
then have a conception of the environments which impede 
its growth 

As a lawjer the author is natural!}' specially fitted to 
deal with the legal aspects of the movement and he has 
devoted three chapters to describe these aspects (i) in other 
countries (2) in India and (3) in the Bombay Presidency 
according to the Bombay Co-operative Societies’ Act This 
Presidency was the first to take advantage of the powers 
given to Local Governments under the Montagu-Chelms- 
ford Reforms to have co-operative legislation to suit its 
own needs Talmaki as Honorary' Secretar) of the Provin- 
cial Co-operative Institute was intimately connected with 
the moulding of the Act in its present shape and he has 
used this knowledge in giving detailed implications of the 
various sections of the <\ct This chapter will prove very 
useful to students of co-operation in this Presidency 
While the credit side of this movement has made fairl} 
good progress both in rural and urban areas, very 'little 
work has been done in other directions The author while 
realizing the importance and the urgency of the agricultural 
credit side feels regret that the other sides have not proved 
sufficiently successful He examines the position of the 
producers’ and consumers’ societies in foreign countries and 
the reasons wh} various branches of the mone} have prov ed 
successful in different countries Comparing conditions pre- 
v ailing in this country as regards these branches of the 
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movement, Rao Bahadur Talmaki comes to the conclusion 
that the chief difficulties in the way of industrial co-opera- 
tion are "(I) lnsufhcienc) of working capital (II) unregulated 
trade both regaiding the purchase of raw material and the 
sale of finished articles (III) want of expert guidance, both 
regarding the technique of the mdustiy and that of its 
trade ” There will be general agreement with his view 
that "It is impossible to expect the persons engaged in the 
industries to devise the means of overcoming the difficulties 
due to their illiteracy which again forms the fourth diffi- 
culty Help must, therefore, come from outside, and the 
only agencj which can give effective aid is the State ” 
Academic co-operators often ridicule this suggestion of 
State aid, they will, however, have to modify their attitude 
when they see that this suggestion is based on the example 
of other countries where very good progress is made in 
this branch with the help of State aid, chapter and verse 
for which are quoted by the author He notes with satis- 
faction the beginning made in this direction by the Govern- 
ment of the Punjab which has appointed a special staff to 
look after and help industrial societies 

His examination of the causes of the failure of several 
co-operative stores (consumers’ societies) in various parts 
ot the country as well of the success of a few of them, 
chiefly of the Tnphcane Stores — the premier co-operative 
stores in the country — is very thorough and the conclusions 
that he arrives at are correct and must be carefully 
studied by all those who undertake the starting of co- 
operative stores His reference to the important part played 
by women in the English co-operative movement and the 
necessity of enlisting the sympathy and assistance of women 
to make the movement a success, arc borne out by the fact 
that a store started on a small scale by educated young 
Hindu women and run by them in the Servants of India 
Society’s buildings is firmly established within one y'ear and 



there are all possibilities of its increasing its sphere of 
influence One other store run by rich voting women in the 
Fort area though not registered under the Co-operative 
Societies Act has been rendering ver) useful service m 
promoting the Swadeshi movement m a verv practical 
manner 

The author can be said to be father of the co-operative 
housing movement, as such he has continued to tike a 
keen interest in its development and has for tint purpose 
carefullv studied the movement both in this countrv and 
outside The chapters in which he describes this branch 
of co-operation arc not only a mine of information, but 
contain the results of the personal experience of work in 
this direction A man without his faith in the movement 
would have given up the first experiment when he met with 
a number of difficulties His robust faith helped him in 
getting timel} financial assistance from Sir Prabhashankar 
Pattani and made the experiment successful 

In describing the credit branch of the movement, the 
author rightlv gives due importance to an important aspect 
of it — land mortgage banks and credit for land improve- 
ment Unless an agriculturist is freed from the bondage 
of the village monev -lender and unless he is granted finan- 
cial facilities for improving his land and getting a larger 
outturn at reduced costs, the financial facilities which he 
gets at present from credit co-operative societies for agri- 
cultural operations and minor household expenses will not 
improve lus economic condition which is and ought to be 
the sole aim of all those who are interested in the deve- 
lopment of the co-operative movement A separate chaptei 
■as devoted to the Landschaften of German}, as that model 
is kept in view by promoters of similar banks in other 
European countries and m India with modifications to suit 
local conditions A detailed description is given of the 
various land mortgage banks and land improvement 



schemes in India and other countries and these chapters are 
as interesting as they are instructive 
After showing that while defaults in agricultural credit 
societies are largely due to paucity of rainfall or fall in 
prices, the main cause ofdefaults in urban hanks is apathy 
and indifference on the part of the management or slackness 
jn effecting prompt and regular recoveries, the author 
makes the following practical and useful suggestion, that 
it would be much better if urban co-operation falling under 
different heads were placed a Joint, Deputy or Assistant 
Registrar though he may be working under the same 
Registrar Though it may not be necessary to adopt this 
suggestion in a Presidency like Bombay , where the working 
capital of the 5S0 urban banks is larger than the working 
capital of more than six times the number of rural credit 
societies, the appointment of a special officer in charge 
of the urban credit movement would help the growth of 
that branch m Provinces where the movement has not taken 
sufficient root to grow by itself 

If the agriculturist gets prompt and adequate finance 
for his agricultural operations and land improvement at a 
fair rate of interest, and is free from the worry of his 
money-lender on account of the liquidation of his existing 
debts, he will be able to improve the land, use better quality 
of seeds and also modern agricultural implements and as 
a result be able to get larger and better produce from his 
land If the co-operative movement helps him to achieve 
this end, it has ample justification for taking credit to 
itself for having rendered useful service to agriculture 
Co-operators do not want, however, to stop their activities 
at this stage They feel that their work cannot be said 
to be complete till they enable the agriculturist to get a full 
price for his agricultural produce by r eliminating unneces- 
sary middlemen and by bringing him in touch with the 
central market through co-operative societies The diffi- 


cullies in the wij of these societies are lucidl) given by the 
author who makes useful suggestions for minimizing them 
and making the sale societies successful in ever) waj 
The necessit) of Government, local bodies and railvvavs 
coming to the assistance of these sale societies is thorough!) 
established on the strength of the example of similar 
assistance rendered in foreign countries 

On no factor is the success of the rural co-operative credit 
movement m India so dependent as on the improvement of 
agriculture in all its aspects To this end, various attempts 
have been made in Bombav and other Presidencies to bring 
about a co-ordination between those two nation-building 
departments Recognizing the importance of this subject, 
the author has devoted three chapters to the description of 
agricultural organization societies The sub-division of 
holdings and the fragmentation of survey numbers have 
proved great handicaps to the introduction of modern agri- 
cultural maclnner) for the purpose of development of 
agriculture While attempts have been made to tackle and 
solve this problem in some Provinces and Indian States, 
it is the Punjab onl) that has succeeded in bringing about 
consolidation and redistribution of holdings through co- 
operative agenc), and the methods adopted for the purpose 
are full) described m one chapter 

Rao Bahadur Talmaki directs special attention to an 
examination of the constitution, working and importance 
of co-operative thrift societies and stresses the necessity of 
more work being done to develop that branch of the move- 
ment There cannot be two opinions regarding the benefit 
likely to accrue b) the s)stematic practice of thrift, in 
raising the economic condition of agriculturists and 
others One is, however, surprised to see a cautious writer 
like Talmaki repeating the usual official set phrase 
that “There is mone) enough if we can onl) tap the 
sources”. It is dangerous to generalize in this manner 
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large majority of members that the work of conducting 
the statutory audit might well be entrusted to the 
Provincial Co-operative Institutes or Federations or Unions, 
it being clearly understood that such audit should be 
conducted only through the agencj of auditors who 
received certificates from the Registrar authorizing them 
to do this class of work It was, however, felt that the 
Registrars were not, likely to be too willing to part with 
their present powers and patronage, though there is no 
statutory bar to the audit and supervision work being 
justly entrusted to the same non-official agency, who will 
then better be able to conduct both these functions through 
the District Unions than is done at present b) two separate 
agencies This is the only practicable way of de-officializmg 
the movement 

The book will prove a very valuable addition to the 
alread) existing literature on the subject The aim of 
the author mav appear to be ambitious, but it is a pleasure 
to sec that he has succeeded in bringing together a vast 
mass of interesting and valuable material in one volume 
"1 he special merit of Rao Bahadur Talmaki’s work consists 
in his having so arranged his material that the Indian co- 
operative movement is seen in its proper perspective against 
the background of the larger and older developments of 
this great economic force elsewhere in the world 

Lalubhai Samaldas 
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CHAPTER I 


ORIGIN AND NATURE 
OF CO-OPERATION IN EUROPL 

The Old Order and the hen’ — Diverse theories of Social Recon- 
struction — The two evils of Usury and Profiteering — The birth 
of the Store Movement in England — The Spirit of Association — 
The Friendlv Societies — The Building Societies — The three Acts 
of England — Birth of Credit Movement til Germany — Birth of 
Producers’ Movement — Consumers' Movement — Agricultural Co- 
operation — Co-operative Animal Husbandry of Denmark — Co-opera- 
tive Farming and Labour Societies of Italy — Lessons for India 

The Old Order mid the New — Agricultural pursuits and 
domestic industries characterised the old order of things 
in all civilised countries for centuries past The discover} 
of steam power and of the new devices in machiner) in the 
18th century, gave birth to factory industries, and centralised 
them m a few hands in some favourably situated towns, 
attracting increasing numbers of people from their agri- 
cultural pursuits The sudden influx of people from the 
country to the town, enabled the employers to dictate their 
own terms to the employes, with the result that the rich 
became more and more rich, and the po^r became more and 
more poor and were driven almost to desperation 

Diverse Theories of Social Reconstruction^ — Man} eco- 
nomists and statesmen of the time supported \he principle 
of Individualism, upholding the rights of individuals to the 
full reward of their enterprise, which enabled them to build 
large fortunes and own vast property They urged that 
the competition, the rivalry and the struggle for existence 
which the system engendered, made it possible for the fittest 
to survive In other words, they thought that society could 
be built by supermen only On the other hand, many rival 
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theories were set up to uphold the cause of the poor In the 
early years of the nineteenth century, there was a ferment 
of social philosophising in France, England and Germany 
Some preached Communism, adv ocating common ownership 
of industries by the people through communes, each worker 
receiving his wages according to his needs Others preached 
Socialism pleading for a Governmental and Municipal con- 
trol of the economic activities, so that the opportunities of 
life and the rewards of labour may be equitably apportioned 
It was easier to preach theories like these than to bring them 
into practice The more practical minded workmen set up 
the device of labour Unions for joint action in the shape of 
strikes until their demands were granted Ultimately, the 
last named method succeeded remarkably and enabled the 
labourers to obtain better wages and better conditions of 
work 

The iu'O evils of listin' and Profiteering — With all these 
theories, mostly unrealised, two evils calling for immediate 
relief were found to grind down the people, viz , usury and 
profiteering They paid an exorbitant rate of interest on 
the money thev borrowed and paid more than a reasonable 
price for the necessaries of life they purchased Men with 
a practical turn of mind set about to find remedies for these 
evils To fight usurv they devised the svstem of joint bor- 
rowing of money for loaning it among themselves on 
advantageous terms To prevent profiteering they adopted 
the method Ji joint purchases and retailing the articles 
among themselves Out of such collective action the co- 
operative system has been evolved 

The birth of the Store Movement m England — It was in 
England that the Co-operative Store movement for joint 
purchase of goods first took root The labour unions made 
the working classes conscious of their power of combination, 
which they directed in a new channel for their economic 
improvement Many experiments in Co-operative distribu- 



tion were tried m the early decades of the nineteenth cen- 
tury Robert Owen (1771-1859), who helped the working 
classes in trjing various movements of self-help, is consider- 
ed to be the father of Co-operation 1 hough the several 
stores which were started under his inspiration failed, the 
idea of joint action for common good survned One of the 
reasons of these earlier failures is said to be that thc\ sold 
their articles at cost price and not at the prevailing market 
rate Fresh attempts were made, and the first attempt that 
succeeded was that of the 28 poor but enthusiastic weavers 
employed in a mill at Rochdale They are therefore knov^n 
as Rochdale Pioneers and the principles adopted bj them 
as the Rochdale principles The store started by them in 
1844 became the beginning of a big movement, as we see it 
to-daj, benefiting the people in various wajs 

The Spirit of Association — 1 he spirit of association for 
mutual help was fostered among the working classes in 
England not onlj by 1 radc Unions but by a much earlier 
movement In the last decades of the 18th eenturj, asso- 
ciations known as Friendly Societies began to be formed, 
which collected small weekly subscriptions and gave help 
to the members on occasions of death, sickness, distress or 
unemplojment and even during old age Some of them 
provided in addition the advantages of a savings bank 
I he first Act of Parliament for regulating the affairs of 
these societies was passed in 1793 

The Friendly Societies — lhc Friendly Societies do not 
carry on any business and cannot therefore be called co- 
operative societies But they indirectly helped the co-operat- 
ivc movement by affording inspiration for combination 
The earlier stores were registered under the Friendly Societ- 
ies’ Act till the first Act for regulating the stores was pass- 
ed in 1852, known as the Industrial and Provident Societies’ 
Act, and was amended by later Acts to suit the require- 
ments arising from time to time 
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The Building Societies — Another important co-operati\e 
development set on foot m England from the beginning of 
the 19th centurv also owes its inspiration to Friendh Societ- 
ies to no small extent The working classes paid verv 
exorbitant rents for their residential Quarters due to the 
greed of their landlords Thev started associations for 
collecting subscriptions for helping members to build cot- 
tages for their residence These associations were known 
as Benefit Building Societies, and were also registered under 
the Friendh Societies' Act, till the first Act for regulating 
them was passed in 1S36, and amended later from time to 
time 

The Three 4 cis of England — Thus, there are in England 
three different Acts for regulating the three different kinds 
of societies These Acts were amended or recast from time 
to time whenever found to be necessarv The Registrar of 
Friendh Societies is also the Registrar under the other 
two Acts, and is therefore the administrate e head of all the 
three kinds of societies The important fact to be noted 
is that these institutions began to be started long before the 
legislative enactments were passed for giving them protec- 
tion 

Birth of Credit Movement in German'. — Germanv took 
the lead in combating usun bv starting lending associations 
known as credit societies The movement was pioneered 
bj two workers, stirred bv the sufferings of the poor at the 
hands of extortionate monev -lenders Herr Schulze, Alavor 
of Dehtzsch (1S0S-1SS3), started his work in an urban area, 
and Herr Raiffeisen (iSiS-iSSS), burgomaster of Xeuvvied 
broke the ground in a rural area After a few experiments 
on a somew hat philanthropic line, Schulze-Delitzsch founded 
his first loan societv in 1S50 Raiffeisen who started Its 
work independentlv about the same time, after making 
similar experiments from 1S4S founded his first loan soc etv 
on the lines of self-help in 1S62 at Anhausen The mov e- 
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ment went on progressing in many other directions benefit- 
ing the agriculturists in various ways The first co-operative 
law was passed in Prussia in 1867 which was converted into 
an Imperial Law in 1889 

Birth of Producers’ Movement — Co-operative Production 
in its full significance was initiated in France by industrial 
idealists like Fourier (1772-1837) and Buchez (1796-1865) 
and their followers, and a few years later by Owen and his 
friends m England These activities which commenced 
about the year 1820 all ended m failure by 1847 after a 
brief spell of success Some of them were in the form of 
colonies or communities and others of shops Later experi- 
ments known as self-governing shops, tried in England 
under the guidance of a band of social workers, styling 
themselves as Christian Socialists, did not live long Those 
Societies, however, that were started after the passing of 
the Industrial and Provident Societies’ Act fared much 
better as they obtained legal protection from the Act, and 
also because the Co-operative Stores patronised them by 
making purchases from them, and later by subscribing to 
their share capital The success of such societies in France 
is due to the protection afforded to them by the State and 
to the patronage given by it by advancing loans and making 
purchases for Civil and Army Stores and the Municipalities 

Consumers' Movement — On the other hand, the Co- 
operative Stores on the Rochdale model went on multiplying, 
and when they assumed larger proportions they founded 
their own wholesale societies and added numerous depart- 
ments for production, with the result that their activities 
have assumed the comprehensive name of Consumers’ Co- 
operation, invading the sphere of factory industries on the 
one hand and the agricultural industry on the other, and 
commanding to some extent, even the means of transport 

Agricultural Co-opciation — In Germany, while the town 
banks went on making progress to the benefit of the artisans 
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and small traders, co-operation in rural areas began to plav 
a bigger role, cohering almost all the economic activities of 
the agriculturists, be it m respect of the supply of the farm- 
ers’ requisites or in the sale of their produce, and even in 
converting the produce for the market by means of various 
modern processes, wherebv a better price is obtained for the 
producer and remunerative work outside the farm is brought 
within his reach Rural co-operation in Germany is no 
longer a mere credit movement, but has assumed the com- 
prehensive name of Agricultural Co-operation, spreading it- 
self m almost all the Western countries of Europe 
Co-operative Animal Husbandry of Denmark — Yet an- 
other form of agricultural co-operation was devised by Den- 
mark by showing that even if the land be poor in fertility, 
the farmers can jet earn not mere competence, but e\en 
wealth bv organising animal husbandry on co-operative 
lines When the fertile corn-growing part of the countn 
was taken awa\ from Denmark by Germany as a result of 
a war, the Danish farmers turned their attention to co- 
operation, and with the help of the cow, the pig and the 
hen, set up numerous co-operative dairies, piggeries, and 
poultry farms throughout the country, and became thereby 
the most thriving peasantry in the whole of Europe The 
co-operative lesson set bv Denmark is being copied by many 
of her neighbouring countries to their great advantage 

Co-operative Farming and Labour Societies of Italy — 
Italy, on the other hand, has made a great contribution to 
co-operation since the last eighties by showing how' the 
farm labourers can continue to eliminate the middleman 
rent-farmers by organising co- operatne farming societies, 
hv themsehes taking over the farm from the owner either 
on a long lease or by purchase, if possible, for cultivating 
it jointly or individually as may suit their inclination Simi- 
larly, the town labourers, too, have combined to form labour 
societies to eliminate the middleman contractor by them- 
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selves taking up labour contracts as masons, bricklayers, 
dockers, carters, porters, and even for constructing railway 
lines 

Lessons for India — Ihus, Europe has shown that even 
branch of activity, wherein the middleman exploits the poor, 
can be taken over by the exploited people themselves b} 
joining hands with their fellowmen to form co-operative 
societies Cannot India imitate Europe in this respect 3 
Surely, what is possible for men in one part of the world 
is equally possible for men in another part, provided they 
set about it in right earnest 

CHAPTER II 

ORIGIN AND NATURE OF CO-OPERATION 
IN INDIA 

The Old Order and the New — Stagnation of Villages — Failure of 
New Measures — Other measures of relief — Introduction of the 
Co operative Societies Act — Predominance of Rural Credit Societies 
and absence of Industrial Co-operation — Need of an all-sided Agri- 
cultural Co-operatiee Development — Need of Popular Worl ers 

The Old Order and the New — In India the substitu- 
tion of the old order by the new was far more sudden and 
gave rise to more far-reaching changes than in Europe 
The cheap imported articles manufactured abroad displaced 
the indigenous rural industries without creating more wealth 
m the country nor giving work to those whom they drove 
out of occupation Hence more people had to fall back 
upon agriculture than the land could economically maintain, 
only a small fraction being attracted to the towns Second- 
ly, increase in population and the law of inheritance of the 
country led to sub-division and fragmentation of holdings, 
making agriculture an economic venture Thirdly, the new 
centralised method of administration and the new move- 
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ments of trulc and commerce attracted the adventurous, 
intelligent and higher theses from tliur village homes to the 
towns and cities, which held out more glittering prospects 
and diverted their savings also into the new channels of 
investment Fourthly, while the opening of the Furopean 
markets raised the prices of agricultur d produce, the pro- 
ducers themselves got verv small share of the rise, the 
major portion being ibsorbed b\ a number of intermediate 
agencies On the other hand, the villagers paid a much 
higher price for the articles brought from outside for their 
use Fifthly, the new system of land revenue, which substi- 
tuted e ish for the old method of p lyment m kind, nr idt the 
peasantry resort to the money-lenders even for the pavment 
of the revenue instalments either In borrowing at high rates 
of interest or by selling a part of the produce at a verv low 
price Sixthly, the introduction of a new system of law 
changed the entire aspect of lending and borrowing Under 
the old system, a debt could onlv be extinguished b\ repav- 
ment, and the obligation remained good for three generi- 
tions and virtually for ever A son considered it bis pious 
duty to pay lus father's debt If he did not take upon him- 
self the liability, lie believed that his father m bis next birth 
would have to serve the creditor in some capacity or other 
Under the new law of limitation, a debt remaining unpaid 
for three tears became extinguished unless enforced through 
a Court of Law The period of limitation, could, however, 
be extended if the debt be secured by a registered mortgage 
of land The creditors, therefore, began to consider that 
a much safer course was the outright purchase of land on 
the tacit understanding that it would be leased out to the 
debtor-owner with the result that a large number of peasant 
proprietors were rapidly converted into mere tenants at will 
Lastly, the very procedure of law has become costlv and is 
being conducted far away from the seat of the transaction 
Formerly, disputes, monetary or otherwise, were tried by 
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Other measure < 0/ rein I — Government lit onu tixd 
the situation in Inntl In 1871), tlu Deccan Agri eiUttnst 
Relief \e t v\ is passiel (\ct \\ If of 1870} for restricting 
alienation of land and restraining tisurv In t's-ai-S-;. thr 
late Sir William Wceldcrburn and Ins frieneh, unhiding th> 
late Mr M G Rinuli, formulated ,1 sehtme of a Stitt 
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Introduction of the Co of>cratrr Sock tic* let — Jn 1S92, 
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the farmers vvis first conceived 'lhe Government of Madras 
deputed Sir Frederick Nicholson, ICS, to Ktttope for 
tlie purpose of enquiring into the possibihtv of introducing 
in this country i svsteni of agricultural tnd other line! 



banks His report in two Vols (1895-97) was received b\ 
the Madras Government m i8gg, and came under the notict 
of the Government of India m 1900 About this time, a 
fev scattered societies were started by Mr Dupcrnex, I C 
8 , in the United Provinces and by Mr Maclagan, I C S , in 
the Punjab In 1901, a Committee under the presidency of 
Sir Edward Law was appointed by Government of India 
to consider the question of introducing Co-operative Societ- 
ies in India, which made its report recommending societies 
on the Raiffeisen lines as best suited to Indian conditions 
The report of the Famine Committee of 1901 also recom- 
mended the formation of Mutual Credit Associations As 
a result of these recommendations, a Bill was introduced in 
the Legislative Council by Sir Denzil Ibbctson and was 
subsequently passed as Act X of 1904, being the first Co- 
operative Societies’ Act Within two years of the passing 
of the Act, Soo societies had sprung into existence The 
number steadily increased from vear to year, and before 
long, the provisions of the lav. were found to be in some 
respects faultv, and in others inadequate The distinction 
in treatment between rural and urban societies, for instance , 
was found in practice to be unnecessary There was, more- 
over, no formal recognition of joint or central societies 
formed of other societies, nor did the Act cover any form of 
co-operation for purposes other than credit To remedi 
these and other minor defects, a new Act was passed in 1912 
(No 11 of tejiz), and it is by tins Act that co-operation is 
regulated in this country , except in Bombav ind Burm i 
which have reccnth enacted their local *\cts 

Predominance of Rural Credit Societies and absence at 
Industrial Co-operation — It will be seen from the above 
brief statement that the framers of these Acts had their eye 
fixed mainly on facilitating agricultural credit I l.e result 
was that though the later Act allowed other types of socitl- 
iv'x, the number of credit societies prodomintti over all othtr 
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types There are ver\ few societies for meeting the needs of 
the artisans and small traders in towns and of the growing 
number of the industrial population No doubt, Urban 
Societies arc making some progress, but they are mostly 
started bv the middle classes, and that too in two or three 
provinces only On the other hand, no serious efforts are 
being made to stimulate co-operative production, and co- 
operative stores everywhere are receiving a setback for 
reasons which deserve a close investigation It may, there- 
fore, be said that Industrial Co-operation in India is still m 
its infancy 

Need of an AU-sidcd lgnciiltural Co-operative Develop- 
ment — Even in the sphere of the agricultural co-operation 
the movement has not made much progress m the develop- 
ment of other forms besides Credit The mere substitution 
of the cp-operative banks for the money-lender has m no 
country brought about the economic salv ation of the peasan- 
try Animal husbandry on modern lines is almost unknown 
in India Agricultural industries for converting the raw 
produce to a marketable condition are not yet introduced 
Even agricultural trade is in the hands of the middleman 
who is very often the money-lender himself So long as the 
sale and supply business of the farmer remains monopolised 
by the village money-lender without being co-operatively 
organised, there is little chance for him to get out of the 
latter’s meshes What the cultivator gams m his loan 
transactions made with his society, he more than loses in the 
business of supply and sale made with an outsider Unless 
the whole agricultural industry is co-operatively organised, 
the improvement of the farmer’s economic position would be 
well-nigh impossible 

Need of popular workers — Above all, it must be borne in 
mind that Co-operation in Europe and elsewhere owes 
its success not to an official fiat, but to the exertions of self- 
less workers The spirit of co-operation, thrift, self and 



IS 


mutual help was cultivated among the fanners and the poor 
artisans, not bv an official agencj, but b> the zeal, energj, 
and patience of popular workers with marvellous results 
If similar achievement is our goal, we must echo Sir Frede- 
rick Nicholson’s famous dictum summed up in two words 
“Find Raiffeisen” 


CHAPTER III 

PRINCIPLES OF CO-OPERATION 

Associated action for business — A Co-operative Concern distinguish- 
ed from fomt-Stock Concern — Elimination of Individualism — 
Limitation on Shareholding — Not a Profit-Sharing System — Nor 
Welfare Worl — Nor Trade Unionism — Nor Socialism — Nor 
Chanty — Nor a Friendly Society — Combination of Business and 
Service — The Co-operative Motto — Definition of Co operation — 
Accuracy oj definition not possible — Theory and Practice — Plunk- 
ett's Three Maxims — Holyoakc’s Description of Co-operation 

Associated Action /o? Business — Two or more persons 
acting conjointly for a common end would be said to co- 
operate But the term co-operation is used here to indicate 
associated action for a business purpose b\ adopting certain 
business rules 

Distinguished from fomt-Stock Concern — A Joint-Stock 
concern also does the same thing, but it differs from the 
method of work adopted by a co-operatne concern, the mam 
distinction being that the profits in the former are distribut- 
ed in proportion to each member’s capital holding, and in 
the latter to his output of work or of business, the dividend 
taking the shape of deferred payment of savings The 
former is therefore a union of capital, and the latter that of 
persons The latter, no doubt, uses capital, but it pajs on 
it a fixed rate of interest, or to put it tersely, in the former 
sy stem capital owns men, and in the latter men own capital 
The former is therefore known as the capitalistic system, and 
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the latter as the co-operative s\ stem Tlie government of 
the former is based on the extent of the holding of the share- 
capital, but in the latter it is equalised among all the mem- 
bers, each having only one vote irrespective of his capital 
holding, the members together electing the governing body 
on that basis 

Elimination of Individualism — An important point of dis- 
tinction between the two systems is that the success of a 
joint stock concern depends upon successful competition with 
other enterprises of a similar nature This feature known as 
individualism is absent m a co-operative concern Co- 
operative societies federate for common action and do not 
compete with each other, though the aim may not liav c been 
attained to perfection, or realized in its full significance 

Limitation of Shareholding — Again m a joint-stock con- 
cern, as a member can hold any number of shares, the share 
list is closed when sufficient capital has been obtained, and 
the price of shares is thereafter raised, giving rise to un- 
restricted speculation, which makes the fortunes of the few 
and mars those of the many In a co-operativ e society the 
share list is always open to new members, and the shares are 
never sold beyond their par value The extent of a member’s 
shareholding is limited to £200 bv the English Act, and to 
Rs i,ooo by the Indian Act, which is raised to Rs 3,000 
bv the Bombay Act 

Not a profit-sharing system — It must, however, be borne 
in mind that a joint-stock concern is not prevented from 
adopting co-operative methods In Denmark, co-operative 
societies are registered under the Companies’ Act, and yet 
they have never receded an inch from Co-operative princi- 
ples Of late, an attempt is made by many a joint-stock 
concern to pay a share of its profits as bonus to the workers 
employed by it Such a system is known as profit-sharing 
Some concerns go a little further by allowing the bonus to 
accumulate so as to enable the workers to become share- 
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holders A still further step adopted by a few is to assign 
a seat or two on the Managing Board to the representatives 
of the workers This system is called by some as Co- 
partneship, but the term in its full significance requires that 
such representatives must have equal voice with the rest, 
and the expression is now used with reference to producers’ 
associations 

Nor Welfare Work — Most of the joint-stock concerns 
have now recourse to welfare work and adopt measures to 
conciliate labour by such steps as the improvement of hous- 
ing conditions, provision of means of recreation, and pro- 
motion of general well-being Nevertheless, they are not 
co-operative 

Nor Trade Unionism — Hus change in the attitude of 
the joint-stock concerns was the result of the fight put up 
by the Trade Unions A Trade Union does not carry on 
any trade or business It is a combination of workers em- 
ployed in different trades and industries for coercing the 
employer to improve their conditions of work and to pay 
better wages On refusal, the workers take recourse to 
strikes thereby paralysing the work of the concern Thus 
m a Trade Union the workers coerce the employer to im- 
prove their condition, while in a co-operative society they 
co-operate among themselves for their improvement 

Nor Socialism of the Collectivists or of Communists — 
Though the individualism of the capitalist is to be elimi- 
nated, co-operation is not socialism, which seeks to elimi- 
nate private ownership of property vesting it either in the 
State as the Collectivists would have it, or in the communit- 
ies or syndicates as the Communists would have it It 
stands for the freedom of the individual and encourages him 
to improve his economic status by self-help and mutual 
help 

Nor charity — A co-operative society is formed by the poor 
to help themselves The ancient method of alleviating the 
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lot of the poor was by a system of doles It is t*v en now 
being adopted m some countries in connection with un- 
employment But this hind of help from outside is only a 
temporary palliative and m no wav prevents poverty On 
the other hand, charitv v eahens self-respect and hinders 
thrift and self-reliance It militates against the incentive to 
yvork Co-operation does not reh on charitv, but seeks to 
promote thrift and self-help 

A 'or a Friendly Socich — \ rnendh Society no doubt 
teaches thrift and foresight to the poor and makes prov ision 
for accident, sickness, death and old age But it does not 
seek to help them in business as a co-operative society does 
for raising themselves from economic weakness 

Combination of Business and Semce — Co-operation is 
not merely business but a combination of business and a 
spirit of service, which evokes lovaltv, fellov ship and a cor- 
porate feeling Co-operation, therefore appeals to self 
interest as well as to social instinct No co-operative 
societj will be successful if any one of these two aspects 
onlv be dev eloped to the exclusion of the other, and this 
twofold attuude is called forth no, onlv from persons charg- 
ed v ith the management of the society, but also from the 
general members composing it It is because of the spirit 
of service in co-operation that it helps not merely the eco- 
nomic, but also the social well-being of the community tfpt 
betakes to co-operation Philanthropy is, no doubt, ore of 
the noblest instincts of humanity, but philanthropy waits 
till suffering arises nrd then steps in to re'itve it But true 
brnevolcnce arising from a sense of social service will avoid 
the evil dav and use preventive measures such measures 
being intended not merely to help, but to help peop'e to 1 eip 
themseh cs 

Tic Co-opcratr c Mollo — The chief ciaim of co-opcr-tior 
is the awakening of a new spirit of the transformat’oa of 
the attitude of hear: and mind on the pan of those vyho 
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associate together for that purpose I his spirit is expressed 
in tin, motto adopted b\ the Co-operative Union of England 
to the effect, ‘Each for all and all for each’' In a co- 
operative association each member must have in view the 
welfare of tlu whole both of numbers forming the asset n- 
tion as also of each of its constituents I his spirit is quite 
in contrast with that of the joint-stoik concerns, which ns- 
tcnsiblv v ork on the motto. Each (or himself” Here is 
an attitude of selfishness and a spirit of competition, anti 
therefore of conflict with others earning on similar busi- 
ness On the either hand, tin Communists work on the 
principle of " each ) or all and all lor all " There is there- 
lori no scope for individual freedom of iction in that 
svstem, while* stall freetlom forms the main charaetcristie 
of i co-operative association 

Definition of Co-ape ration — J bus a Co-eiper mv c Socictv 
is an association of the weak who gather together for 1 com- 
mon economic nted, and tr\ to lift themselves and others 
out of weakness into strength through business organisation 
conducted for the common benefit of all who join it But 
this does not complete the definition I he asset ntion must 
be of fione<5t men putting forth horn st means, me) their 
union must be voluntary anel not brought about by compul- 
sion Moreover, the spirit eif association e onnotes a willing- 
ness to sink individual opinions and interests for common 
good Such t spirit onlj e an < ngendcr that loyalt) which 
can bring suct.css to the enterprise Co-operation, (Inn- 
fort, is an organisation when in personc voluntarily associate 
togt liter on a basis of equably for the promotion of their 
t continue tntircsls by honest menus 1 lie essence of co- 
operation is that each shall work for all and all for each in 
the attainment of their common good In this sense, the 
movement has a greater moral element in it than the eco- 
nomic one It must not hovvcve>r be conducted on a senti- 
mental but e>n a business basis 
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Accuracy of definition not possible — Wlnte\ tr maj be the 
definition, it cannot hold good in all cases Though co- 
operation was first introduced b\ the weak, the benefit of 
united action need not be confined to the poor The first 
mortgage bank of German} was started for the landed 
gentr} If the millemum dreamt of b\ the consumers 
movement is eier to be realised bi ultimate social recon- 
struction, it cannot be achieted b\ excluding the rich All 
that is required is that the rich shall not have an upper hand 
in the organisation On the other hand, the complaint of 
raani co-operators is that the poorest people remain outside 
the pale of the mo\ement 

Theory and Practice — However accurate!} one mi} define 
co-operation, its merit will lie not so much m its theor\ but 
m its practice Co-operation is not produced b\ the strict 
application of principle, but b\ a combination of principle 
and practice The Co-operati\e method w»as first introduced 
in Europe, and European experience shows that the correct 
practice of co-operation will depend on three factors — (i) 
effectne elimination of waste and inculcation of the habit of 
thrift, (3) education in co-operation, and (3) general educa- 
tion of co-operators 

v ^ Plunkett's thice Maxims — Sir Horace Plunkett, the 
founder of Irish co-operation, sums up the theor} and prac- 
tice of co-operation m the three famous maxims Better 
Farming (Practice), Better Business (Co-operation) and 
Better Li\ mg (Education) 

Holyoakc’s Description of Co-operation — George Jacob 
Hohoake, the famous historian of English Co-operation, 
describes co-operation both positnel} and negatweh in the 
following terms 

“Co-operation touches no man's fortune, seeks no 
plunder, causes no disturbance in societv , grves no trouble 
to statesmen , it enters into no secret associations , it needs 
no trade unions to protect its interests, it contemplates no 


violence, it subverts no order, it emus no dignm , it ac- 
cepts no gift, nor asks nnv favour; it keeps no terms with 
the idle, and it will break no faith with the industrious 
‘‘Capitalists hired labour, paid its marl et price, and took 
ill the profits Co-operative labour proposes to hire capital, 
pav it its rnarktt pnee -»nd itself take all the profits It is 
more re asemablo and better for sex it tv and progress that 
men should ov n capital than that capital should own men 
“ The leading urn of eo-oper ition is not inert!} to mere isc 
present comfort (albeit not a disagreeable thing to do), it 
seel s also to ensure competence Tho»t v ho elo not provide 
for the future of themselves and familie* — as far as thev can 
or as far is thev ought — are not mcreh elependent, thev art 
mean, since tilt} lent to chmee, or the charm of others, 
to provide tor them when the evil dav eomes 

“Co-opu '•tors have mule monev In their methods of busi- 
ness, the} have won honours bv being the first of the work- 
ing ekass v ho e irtd for educition as a higher form ol 
propertv ' 1 / 


CHAPTER IV 

RLCON’CILI \ f ION’ OF CO-OPI RA 1 1\ V 
1 H CORY AND PRAClICi: 

CoiiJiimcri' uwl Producers' thcorns c>/ Co-operation — / edi ralwr.nl 
ami imii > duahstir Co-operation — The Stand pan I of the Consum- 
ers — An d that of the Producers — Objections let tin t ittfold Si stem — 
bahian Socialism— Cudd Socialism — lit conciliation h\ a Joint 
Hoard — The Problem oj the Agricultural labourer — Can a mojmili 
Coerce the rninonti— Other probtems — The International Coopirn! 
i 1 e Alliance — The l rogue of Stations 

Consumer';' tint! J'rothtccrs’ thrones of Co-opt ration — 
1 he tin or> of co-operation in actual practice falls short of 
its ideals, ind it is at times found difficult to reconcile con- 
flicting views In the Consumers’ movement, the stores have 
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now gone bevond the stage of the work of distribution and 
have entered the domain of production Though this pro- 
duction is done by co-operative organisations, it is not co- 
operative production, not being controlled by producers In- 
asmuch as these works of production are owned by the 
consumers, either by the stores or by federations, known 
as the Co-operativ e Wholesale Societies, the actual workers, 
tnough employed under ideal conditions, have neither vote 
nor voice m their administration In the Scottish C W S 
the workers in the productive works can hold shares and 
are entitled to direct representation at the business meeting 
of the Societv But the English C W S , which is a much 
bigger concern, has not jet seen its vvaj to grant even this 
concession The workers are, however, at liberty to become 
members of a store, but this course can at best give them 
an indirect and remote voice in the management, which does 
not satisfy their demand In a Producers’ Society the 
members collcctivelj own the means of production and each 
of them has a vote in the appointment of the management 
The profits derived from the sale of finished products, after 
pajmg a reasonable rate of interest on capital, are divided 
among the workers m proportion to each member’s output 
This difference m the two sj stems lias been the cause of 
misunderstanding between their votaries, one being known 
as the Federatiomst System of Consumers and the other the 
Individualistic System of the Producers 
F ederationist and Individualistic Co-operation — The ex- 
pression “individualistic” is used here only in contradistinc- 
tion to “federatiomst”, and is in no way connected with 
the aggressive individualism prevailing among joint-stock 
concerns Agricultural Co-operation in this technical sense 
is said to be conducted on indiv iduahstic lines Each indivi- 
dual farmer carries on his agricultural operations individual- 
ly in his own field and takes resort to co-operation m obtain- 
ing credit or for collective supply or sale Again, in the 
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of interest are offered The Fabian Socialists, ltd by Mr 
and Mrs Sidney Webb, urge that the consumers must have 
full industrial control \s regards large scale industries, 
and such undertakings like railways and shipping, which 
the consumers see no hope of organising co-operatively, they 
urge that the) should be taken o\ cr by the State and worked 
on their behalf In fact, the scheme is a combination of 
co-operation and State Socialism and is not therefore favour- 
ably received by all the supporters of the Federationists as 
involving a bureaucratic control and tending to extinguish 
freedom of the individual and his initiative which is the 
chief merit of the co-operative system 

Guild Socialism — It is urged by the upholders of 
Guild Socialism as propounded by Mr George Russell (A 
E ) in his " National Being”, that the workers in even 
industry must organise themselves into a guild for the pur- 
pose of carrying on that mdustr) without the present wage 
relationship of master and man Questions, which concern 
the members of more than one guild, are to be dealt with 
by representative councils forming the National Guild This 
theory seeks to make every man a producer, either as intel- 
lectual worker or manual labourer It does not, however, 
work out a satisfactor) system of distribution and cannot 
therefore be accepted as a satisfactory solution of the whole 
problem 

Reconciliation by a Joint Board — This conflict of interest 
between the consumers and the producers, it is suggested 
by the British Co-operators, might be adjusted by a federal 
arrangement with a joint board to fix prices, and that the 
Co-operative Union of Great Britain should be able to bring 
about such an arrangement in harmony with co-operative 
theory In Finland and Denmark, such an arrangement has 
for some time past been in operation In England, the 
Co-operatively organised fanners have recently established, 
through their propagandist federation, an organisation 



known as the Farmers’ Central Trading Board, which aims 
at being an Agricultural Wholesale Society for the agricul- 
tural co-operative societies of England and Wales In Ire- 
land there is already the Irish Agricultural Wholesale Soci- 
ety All the federated organisations in Great Britain and 
Ireland are members of the Co-operative Union, which, it is 
suggested, should bring about the formation of the Joint 
Board Propagandist organisations which have for their 
object the development of the ideal of reconciliation like the 
co-operative Union of England, the Pellervo Society of Fin- 
land, the Irish, English and Scottish Agricultural Organisa- 
tion societies, and the German General Unions can and 
ought to devote themselves to such problems, and as a 
matter of fact, some of them have already undertaken the 
task 

The problem of the Agricultural Labourer — By adopting 
some similar method, the problem of the agricultural labourer 
can also be brought within the range of a solution Up to 
the present, co-operation has done little or nothing for the 
poorest classes m any country In the agricultural organisa- 
tion of farmers, the Labourer has not a natural place, be- 
cause he serves not a co-operative society but an individual 
In Rumania and Italy, where co-operative farming is practis- 
ed on a large scale, the labourers have formed co-operative 
societies for the purpose of cultivating land in common, and 
hiring out their surplus labour to the neighbouring farms 
By this means, the labourers are brought into some relation 
with other co-operative organisations But this is only pos- 
sible where labourers in a district are numerous enough to 
form a Co-operative Society In places where their number 
is not large enough, the problem presents difficulties 

Can Majority coerce the Minority — Another point of 
interest arises in the organisations of collective works under- 
taken by agriculturists, such as societies for consolidation of 
holdings and other protective measures The question is, 
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how far the majority of owners of land wishing to form such 
a society would be justified m coercing the minoritv , who 
cither through ignorance or truculence are unwilling to join 
the societ\ , and without their joining, the formation of the 
society becomes impossible Similarh , in the case of sale 
organisations of agricultural produce, the question often 
arises, how far the majoritv would be justified in coercing 
the minoritv , if not in forcing new members to join the soci- 
ety, at anv rate in preventing the existing members from 
getting out of it once thev have joined Laws are framed 
in mam countries enabling members owning the majoritv 
interests to coerce the minority on the maxim that what is 
good for the majority must be considered good for the whole 
community But it violates the principle of individuals 
which gives freedom to individuals to join or not to join a 
society, a principle which forms the basis of one school of 
co-operation objecting to State or municipal socialism 
These problems onlv go to show that anv number of princi- 
ples, however true in themselves, cannot alvvavs have a uni- 
versal application 

Other Problems Thus, it has been found v erv difficult to 
reconcile complete^ the theorv and practice of co-operation , 
and though it is possible to bring about some sort of com- 
promise between the consumers and the producers through 
the agenev of a Joint Board, there are other problems wait- 
ing for a solution The pohev in respect of capital, em- 
piojment of surpluses, the rates of dividend, the distribution 
of profits, dealings with non-members, all these matters are 
not treated uniform!; in all the co-operative concerns The 
method of their treatment also differs in different countries 

The International Co-operative Alliance —Perhaps the 
International Co-operative Alliance (1895), when the national 
co-operative organisations of all the countries are affiliated to 
it, should be able to become a world force so as to be in a 
posit'on to bring about a better understanding between all 
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the conflicting interests and views Several countries ha\e 
already joined the Alliance and it has continued to keep in 
touch with the co-operative movement in almost all the 
countries Plans have already been formed for establishing 
trade relations between "various countries b\ organising an 
international wholesale society, and for developing banking 
relations bj starting an international bank What remains, 
and it is the greatest task, is the elimination of the wage 
system from the movement as urged by the Guild Socialists 
and devise a policj which will find room for producers as 
well as consumers Meanwhile, co-operators, whether con- 
sumers, farmers or industrial producers, must keep develop- 
ing their economic organisations, eliminating friction as far 
as possible and making their respective organisation self- 
supporting, and realising the necessity of becoming a con- 
stituent part of the International Commonwealth through the 
Alliance 

The League of Nations — In the achievement of this 
object, the State will have to link itself with the Co-operative 
Movement, though it is too early to foretell at this time 
the exact method of bringing about this co-ordination The 
immediate action that is possible is for the League of 
Nations (1919), which is a political bodv formed by the 
Governments of different countries, to accord a place of 
honour in its Council to the International Co-operative Al- 
liance, which is its younger sister in point of power, though 
by birth its senior But this achievement must be left to 
intensive propaganda and education which, together form 
the corner-stone of all human endeavour 
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CHAPTER V 

PLACE OF THRIFT IN CO-OPERATIOX 

Thrtf defined — Foresight n Arvrcds- — Thrift is to* t» tserhness — 

T 1 aste a hindrance, to tl rift — So also ouy ng on credit — 45 ako a 
debt — Bu* tot productive Debts — Penn\ vise Pound Foolish — 
Public Aspect of thrift — Jot* t effort and organ satici — V eed of 
Propaganda — Co-opera*ion and Thrift — Thrift the basis of Co-opcra- 

ton — Can the poor save — \e~ju method of pronoting thrift — Xeu 
methods oj preven*n g tt aste 

riirift defined — Thrift is the habit of sating something 
out of our earnings so that we may be able to use it at 
some future time when it will be of greater benefit to us 
than it is at present Thrift, therefore, presupposes dis- 
crimination and foresight It does not call upon us to stmt 
oursehes of necessaries, but it requires us to discriminate 
and a\oid using things unnecessary By curtailing our so- 
called wants and not spending on things that can he done 
without, we should all be able to effect a saving, e\ en 
though we be poor 

Foresight in animals — Foresight is seen c\en in the ani- 
mal world The ant and the bee store up food in the summer 
for use in the winter Why should men belonging to a 
higher order of creation lack this care for the future’ Sick- 
ness and old age require to be provided for, children and 
their education and marriage ma\ make further calls on 
■our purse, and if we care to be more self-reliant we may 
-ei en aim to ow n a house 

Thrift is not miserliness — Many peop 1 e confound thrift 
with miserliness, though the two are poles apart If a 
person stints himself or his children of the necessan food 
and clothing and proper shelter when he has the means of 
supplying them, he is really unthrifty, for he will ha\e to 
pay much more in the shape of loss of health caused therein 
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IVash is a hindrance In thrift — 71k. griausl hindrance to 
thrift is v ''stc Extravagance is such mn 1 ill to the share 
of a few But there ire numerous abuses lending to waste 
which the gencrnlttv of us do little or nothing to stop, citlic' 
through ignorance oi ncgligmce for instance, w< spend 
more than we can afford on show and pomp during certain 
ceremonials such as marriage, < tc 71k agriculturists in tin 
course of their occupation waste a large part of their manure 
md animal power in v inotis w ns Bv stopping sueh v aste 
in various directions the people cono rned could be enabled 
to effect considerable s n mgs 

So also having on credit • — Buving on credit is anotlur 
form of waste \s a rule, prices paid for purchases on credit 
are higher than for purchases for cash Hie credit svstun 
brings al>out a habit of allov ing our account to run much 
tn advance of our inconn, md serves as an mdncimem to 
divert our cash in som< avoidabh clnnntls of expenditure 
or in purchasing things in excess of our requirements As 
soon as our bills begin to fall into arrears, v e lose all control 
over the shop-keeper, and short weights and adulterated 
articles fall to our lot 

As also a debt — Debt also is motlii r source of waste 
When we borrov' vc have not ovlj to pav tin principal, but 
also the interest which may often in tew high Once we 
begin to borrow there is no knowing as to what length wc 
would go Borrowing also dulls the eeige of husbandrv and 
robs us of our freedom So long .as wc abstain from bor- 
rowing we retain our independence, and once we are in debt 
we come into a state of dependence 

But not Productive Debts — \ loan for a productive pur- 
pose, like agriculture or industry, would be legitimate, for 
it increases our resources by the larger results obtained b> 
its application, therein enabling us to ropa) it without diffi- 
cult) md yet leaving a margin behind for our use On the 
other hand, a debt incurred for unproductive purposes 
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becomes a dead weight Expenditure on such purposes 
must be met from our savings and might always be kept in 
\iew, but should be deferred till we are in a position to 
meet it from our own resources 

Penm' Wise Pound Foolish — Mam of us though parsi- 
momus in our daih routine of life, lose all sense of control 
on occasions like a marriage and a ceremonial, and thus the 
care bestowed in saving the penm is lost in spending the 
pound Some attribute this weakness to mdrudual vamtj 
and some to the force of social convention, while others 
attribute it to both Unfortunateh, this weakness is to be 
met with not mereh in individuals, but even in public bodies 

Public aspect of thrift — The object of thrift m the case 
of an individual is not so much the accumulation of wealth, 
as its wuse and provident use for himself, his famiK, and 
also the public No mdnidual in a modern cnihsed countn 
can Ine for himself alone In fact, thrift and cmlisation 
came together Without thrift no progress is possible, and 
no countrj can progress unless its people plav their part 
as thriftv citizens A good citizen is he who manages eco- 
nomical!} am concern gnen to his charge, be it a Munici- 
pality a Department of Government or a Co-operative 
Souet) 

Joint effort and Organisation — In India, we ha\e left the 
practice of thrift entirel) to mdnidual inclination But thrift 
cannot thrne in full Mgour if left alone to mdnidual effort, 
howe\er essential such effort mav be To be effective and 
far-reaching, it requires to be supplemented bv joint effort 
The thrift} man of the past hid his savings underground, 
but the collectne effort of the present age appears in the 
shape of thrift clubs, saving-banks, life insurance, and the 
like, enabling our savings to be invested in a remunerative 
wa} Poor men, in spite of thrift, have often to pav a high 
price for necessarv services such as residence, sale and pur- 
chase transactions, and borrowings, though for a productive 
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purpose By combination and organisation they can help 
each other m cheapening the services, m making collective 
bargains on easy terms, and in providing against such un- 
foreseen happenings as sickness, accident or death Organi- 
sations formed for such purposes come under the heading 
of co-operation, and they serve the double purpose of help- 
ing the avoidance of waste, and affording facilities for invest- 
ment, and also of increasing our earning capacity 

Need of Propaganda — Mere devising of measures and 
methods is not enough for encouraging thrift to the full 
extent They will at the most afford opportunities to those 
who are inclined towards thrift but wanted facilities for its 
practice Aggressive propaganda is needed to bring into 
line those who are either wavering or have jet shown no 
inclination Moreover, thrift, like any other virtue, must 
be taught from an earlj age Thrift clubs in schools for 
encouraging children to put by their small savings, and 
school boys’ stores for joint purchase of books and station- 
ery, are very common in European Countries, especiallj m 
parishes Instruction is also imparted through stories, illus- 
trating how the thrifty become happy and how the unthrifty 
become miserable m life 

Co-operation and Thrtft — Co-operation is merely a com- 
bined effort to avoid all forms of waste in our affairs and to 
effect economj in the interest of the community and of its 
individual members I hrift, therefore, is the basis of Co- 
operation There can be no thrift without co-operation, and 
co-operation cannot exist without thrift Thrift without 
co-operation becomes a halting measure With co-operation 
it grows in full vigour Thrift harnessed to co-operation 
can complettlj transform the economic status of a country 
It is, therefore, most essential, that the young as well as the 
old, the rich as well as the poor, should practice thrift and 
co-operation and encourage them among their fellowmen 

Thrift the ba<;i<; of Co-operation — The law on Co-opera- 
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tion in India makes thrift a part and parcel of co-operation 
The preamble to the Co-operative Societies’ Act lays down, 
“Whereas it is expedient to facilitate the formation of Co- 
operative Societies for the promotion of thrift and self- 
help ” But in organising and conducting co-operati\e 
societies the idea of thrift, which is the basis of self-help, 
is often placed in the background and is soon lost sight of 
to the great detriment of the movement A credit society 
begins, therefore, to be considered merely as an organisa- 
tion for advancing cheap loans, and a co-operative store for 
selling articles cheap That is why we find in man} credit 
societies mere borrowing without thrift, and a store coming 
to grief when it is found selling articles not cheaper than was 
expected Deposits may not come in easd} with the mere 
idea of thrift But if habits of waste are prevented among 
the members of a credit society, and if the members of a 
co-operative store sufficiently realise the nature of waste 
caused b} the middleman shop-keeper both to themselves 
and to the public, the co-operative movement can then ex- 
pect to march on to success with the standard of thrift borne 
high among its followers 

Can the poor save — There is a common belief that thrift 
is possible onl} for the rich, and not for the poor But the 
experience of social workers in many countries shows that 
the poor could be induced to be thrifty more easily than the 
rich The very system of Savings Bank had its origin not 
amongst the rich folk, but amongst the poor m the out-of- 
the-way parish known as Ruthvvell in England Rev Dr 
Duncan, the parson of the parish, by working hard amongst 
the ill-paid tenants of most of the absentee landlords, was 
able to collect in the bank started by him nearly a thousand 
pounds in the course of only 4 years 

The poor, however, do not save of their own accord 
Various methods suited to the different conditions of the 
life of the people require to be adopted to make them thrifty 
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Numerous such methods are adopted in European Countries* 
but in India, we ha\e only recently begun to adopt some of 
them We have also to adopt new methods suited to the 
conditions of Indian life 

New methods of 'promoting thrift — Thrift may take two 
forms, the positive, by helping people to earn more than 
the) spend, and the negative, b) inducing them to spend less 
than thev earn The ordinarv co-operative societies are in- 
tended to encourage thrift b) attracting deposits on the one 
hand, and on the other, b) advancing loans for productive 
purposes The Producers’ Societies help to increase the earn- 
ing capacity of their members, and the sale and supply societ- 
ies and the stores seek to minimise the waste caused by the 
middleman Experience, how ever, has shown that additional 
methods besides these arc required for the promotion of 
thrift People of fixed and limited income, such as the salar) 
earners and wage earners living in urban areas, require to 
be schooled sy stematicallv in the art of thrift The Postal 
Savings Banks do not afford sufficient facilities to the people 
for whom they are meant Moreover, the svstem is not 
sufficiently popular for lack of adequate propaganda In the 
Punjab, the Co-operative Thrift Societies encourage savings 
b\ paying a higher rate of interest than that obtainable in 
the Postal Savings Bank, and car 1 -) on a propaganda by' 
inducing people to join them as members In 1929 there 
w'ere 962 thrift societies with 17,000 members, who together 
contributed Rs 7 73 lakhs Most of the members, are 
school masters, but others such as artisans, clerks, mer- 
chants, and even women are among the members Some of 
these societies are formed exclusivelv of women, their 
number being 124, and the total amount contributed bv their 
members amounted to one lakh Thrift societies are being 
introduced in othei Provinces also 

The practice of thrift among the agriculturists must take 
the form of collection in kind rather than m cash In Bengal 
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and Bihar, the Mushti Sjstem has been introduced for this 
purpose Each householder takes a handful of rice before 
each meal is cooked, and puts the same into a special pot, 
the total quantity of rice collected m this wav is sold at the 
end of each month and the sale proceeds are deposited in 
the name of the members Some of the Central Banks in 
the Province are encouraging the societies affiliated to them 
to adopt that svstem The societies affiliated to the Matlab 
Central Bank in Tippera are said to have made considerable 
savings b\ adopting the svstem The members of another 
societv in Rajshahi adopted a sjstem bj which each member 
deposited one-tenth of his agricultural produce in the societj 
The\ have raised a decent amount m this way and are now 
working independenth of the Central Banks’ assistance 
Nete methods of preventing - paste — New methods are 
also necessarj for the prevention of waste, not only on the 
farm but also in the household The Registrar of the United 
Prov inces instances a case where si farmer was so ov erjoj ed 
at getting a good crop bj the adoption of the better farming 
methods that he gave a feast to 200 Brahmins on the oc- 
casion of a death ceremonj, and thus wasted all the extra 
earnings gained bj him In the work of prevention of 
waste, the Better Living Societies of the Punjab have proved 
to be verj effective in inducing the members to curtail the 
ruinous expenditure on occasions of birth) marriage, and 
death, or other domestic occurrence In 19V}, the number 
of such societies was 289 with 1 1,000 members Such soci- 
eties should be formed among the urban classes also It is 
said that the members of such a societv stnie boldlj not 
merelv to curtail their own ceremonial expendi r e but also 
to induce their neighbours to follow their ow example bv 
refusing to participate in the ceremonials perfc ed bj them, 
unless such neighbours consent to reduce the expenditure 
to the standard prescribed bj the society It 'Id be pos- 
sible to introduce similar methods elsewhere for ncoungmg 
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thrift Everv effort must be made to foster that virtue, 
which is of the greatest \alue to the individual and to the 
country alike 


CHAPTER VI 

CLASSIFICATION OF CO-OPERATIVE SOCIETIES 

Necessity of Classification — Variety of methods — Twofold Classi- 
fication as Consumers’ and Producers' Co-operation — And as Indus- 
trial and Agricultural Co-operation — And also as Urban and Rural 
or Agricultural and N on- Agricultural Co operation — Classification of 
the International Institute — The French Classification — Classifica- 
tion tn the Bombay Co-operatue Act — Credit and Non-Credit Co- 
operation — Mr Fay’s Classification — Proposed New Classification — 
Classification of Federations — Classification of Government of 
India — Difficulty of Classification 

Necessity of classification — Classification is necessary for 
the proper understanding of the subject and also to compre- 
hend the scope, functions and limitations of the different 
kinds of societies, as these matters assume importance m 
the course of higher development of co-operation 

Variety of methods — Various methods are adopted in 
classifying co-operative societies The orthodox co-opera- 
tors recognized only one class, that of store, and when it 
assumed larger proportions comprising even production in 
the interest of consumers, they declared Consumers’ Co- 
operation as the only system which would comprise the 
whole field of co-operation They asserted that every per- 
son is a consumer, such as of food, clothing and other 
things, and that all production is ultimately intended for 
consumption or use 

Twofold classification as Consumers’ and Producers 
Co-operation — But producers, who co-operated merely in 
that capacitv for preparing goods, not for their own con- 

3 
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sumption, but for sale in the open market for the best return, 
asserted that their organizations should have a distinct place 
in the movement Hence, a twofold classification was re- 
cognized, namely, Consumers’ Co-operation and Producers 
Co-operation The main conception of the former is that 
the Society is made to yield all the comforts to the rnditi- 
duals, while in the latter the individuals bend their energy 
for promoting the interests of the Society, whereby the indi- 
viduals will ultimately be benefited 

And as Industrial and Agricultural Co-operation — Later 
on, when co-operation for the benefit of agriculturists as- 
sumed a place for itself, another twofold classification came 
into vogue, viz , I Industrial Co-operation, which comprised 
both Consumers’ and Producers’ Co-operation, and II Agri- 
cultural Co-operation, which embraced all the activities per- 
taining to the farmers’ profession The building societies 
were classed under the former category, and credit was 
considered as ancillary to one or other of the main forms 
And also as Urban and Rural, or Agricultural and Non - 
Agricultural Co-operation — It must, however, be remember- 
ed that in England both Consumers’ and Producers’ Co- 
operation being started by industrial workers, Industrial 
Co-operation has a definite meaning in that country In 
India, however, co-operation among industrial workers has 
scarcely been developed The co-operative movement m the 
urban areas owes its success mainlj to the middle class 
people Hence, the corresponding classification adopted in 
this country is Rural Co-operation and Urban Co-operation, 
or Agricultural and non-Agricultural Co-operation 

Classification of the International Institute — The above 
classification was considered as unscientific, being based on 
the occupations of the people who resort to co-operation, 
and not on the functions the societies perform, or the pur- 
pose for which they are formed There is nothing to pre- 
vent persons of any one occupation, or residing in anj area, 
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from starting societies generally formed by persons of any 
other occupation or residing in any other area Classifica- 
tion according to function or purpose would take the 
following main lines as adopted by the International Insti- 
tute of Agriculture i Credit , 2 Production , 3 Purchase , 
and 4 Sale A Society may undertake two or more of the 
above functions, as for instance, Production and Sale, 
which, however ( is made a fifth class by the above Institute 
Insurance Societies may be considered as ancillary to one 
or the other of the above forms 

The French Classification — The co-operators in France 
led by Prof Nash adopted a threefold classification of 
societies The first division is known as Resource, and 
comprises societies whose object is to procure for their mem- 
bers the resources necessary for the individual exercise of 
their trade or profession The resource may be provided in 
cash as in the case of credit societies, or in kind as in the 
case of seed, manure, implement societies Even Sale 
Societies would come under this class, for they provide mem- 
bers with resources in money in exchange for their produce 
There may be industrial resource societies as well as agri- 
cultural resource societies The mam character of this class 
is that the individual rights of members are not affected by 
forming a society 

The second class is termed Production, in which members 
combine for collective production, not as individuals, but 
collectively as a whole Though this class is generally ap- 
plied to industrial production, it also includes collective 
farming societies to be met with in Italy, as well as labour- 
ers’ societies formed for the collective disposal of labour 
like the Brachianti societies of Italy The main characteris- 
tic of this class is that it aims to do away with private pro- 
perty and private ownership The third division is the 
Consumers All stores necessarily come under it Housing 
societies would also come under this class The object of 
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the consumers' movement is the gradual collectne appro- 
priation of all means of e\change of goods as well as their 
production by all consumers in common and the substitution 
of a collectne method for the existing competitive and the 
capitalistic svstem 

Classification in the Bombay Co-operative Act — In the 
Bombay Co-operative Societies’ Act of 1925, a fivefold clas- 
sification, based on the anahsis of Prof Nash, is adopted 
which is as follows (1) Resource Society (for obtaining 
goods or serv ices, such as credit, seeds, manure, implements 
etc ), (2) Producers’ Society (for producing goods and for 
their collective disposal, or for the collectne disposal of 
labour like the Brachianti Societies of Italy), (3) Con- 
sumers' Society (for obtaining and distributing goods to or 
for performing services for its members, (4) Housing Society 
(for providing dwellings), (5) Genera! Society (not falling 
under an} of the above four classes) For detailed defini- 
tions of these Societies see Section 3 of the Act * 


r The following is the classification given in the Bombay Act 

(h) (1) a 1 Resource Societj” means a society formed with the 
object of obtaining for its members the credit, goods or 
serv ices required by them , 

(2) a “Producers' Society’’ means a society formed with 
the object of producing and disposing of goods as the 
collective property of its members and includes a society 
formed with the object of the collectne disposal of the 
labour of the members of such society 

(3) a “Consumers’ Society” means a society formed with 
the object of obtaining and distributing goods to or of 
performing services for its members, as well as to other 
consumers and of dividing among its members and 
customers in a proportion prescribed by the rules or by 
the by-laws of such societv the profits accruing from 
such supply and distribution 

(4) a “Housing Society” means a society formed with the 
object of providing its members with dwelling houses 
on conditions to be determined by its by-laws 

(5) a ' General Society” means a society not falling under 
any of the four classes above-mentioned 

The Registrar shall classify all societies under one or other 
of the above heads and his decision shall be final 
A sociefy formed with the object of facilitating the operations 
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Credit and N on-credit Co-operation — Co-operation in 
India began with the formation of Credit Societies only, and 
when other forms were introduced later on, a distinction 
began to be made between Credit Co-operation and Non- 
credit Co-operation But this distinction does not afford a 
good basis for classification 

Mr Fay’s Classification — Mr C R Fay in his Co- 
operation at Home and Abroad has adopted the following 
classification I Co-operative Banks, II Co-operative Agri- 
cultural Societies, III Co-operative Workers’ Societies, 
IV Co-operative Stores Though this is an improvement 
on the older classification, it is not sufficiently compre- 
hensive 

Proposed New Classification — The twofold division of the 
English Co-operation is made a basis of classification by the 
authors of “Co-operation in Many Lands” by making func- 
tion as the determining principle The main division accord- 
ing to them would be, not Producers’ Co-operation and 
Consumers’ Co-operation, nor Productive Co-operation and 
Distributive Co-operation, as some say, but I Co-operation 
for Production and II Co-operation for Consumption All 
other forms are brought by the authors under this twofold 
division as follows — 

I CO-OPERATION FOR PRODUCTION 
\ For Production of Goods 

i Associations of Producers to produce co-operatively 

(a) Raw Materials (This includes co-operative farm- 
ing) 

(b) Finished Materials, e g self-governing workshops 
2 Association of Producers to sell co-operatively, the 

production being undertaken by individuals — 

of <ny one of the above classes of societies shall be classified as 
a society of that class 

A list of all such societies so classified shall be published 
annually in the Bombay Government Garotte 
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(a) Raw Materials, c g grain, eggs, live stock, fruit, 
etc 

(b) Conversion of raw materials and sale of finished 
goods, c g creameries 

(c) finished Materials, e g for co-operati\c sale of 
home industries 

t Association of Consumers to own the means of pro- 
ducing raw material, e g the products e department 
of the stores and of their federations 
4 Associations of Consumers to own the means of pro- 
ducing raw material, as m the case of the two Whole- 
sale Societies of Great Britain owning land for that 
purpose 

B For Production of Service*, c g Co-operative News- 
paper Printing Societies 

11 CO-OPERATION TOR CONSUMPTION 
A For Consumption of Goods 

1 Domestic requirements (the stores proper) 
a Trade requirements 

(a) of producers of raw material (e g agriculturists) 

(b) of producers of finished materials, e g leather b) 
boot-makers 

(c) of services, e g co-operative purchase of cabs b' 
eab-d rivers 

B For Consumption of Services 
t Credit 

(a) Personal— Long-term and Short-term 

(b) Rial or Mortgage, e g Landscbaftcn 

(c) Building Societies (of English tvpe which mercl' 
supplv credit) 

2 Insurance (a) of crops, (b) of In e stock, (c) of person 
and propertv 

3 Domestic Scrv ices 

f.i) Housing (Tenant Co-partnership tv pc) 
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(b) Electric Supply , 

(c) Telephone, 

(d) Laundries 

Classification of Federations — Federations of Societies 
would fall under the above headings appropriate to them 
* A separate classification may, however, be adopted to indi- 
cate the stages of organization as follows 

I Primary Societies 

II Federations 

1 For Organization, Supervision and Propaganda, e g 
Unions, Institutes, etc 

2 For Credit (e g Banking Unions, Central Banks 
known m some parts of India as District Banks to 
distinguish them from Provincial Banks) 

3 For Trade (e g Wholesale Society for supply or for 
sale) 

4 For combining any two or more of the above func- 
tions 

A primary Society is made of individuals and a Federa- 
tion of primaries only But in practice individuals are also 
admitted as members of most Federations The smaller or 
local Federations may in their turn join together to form 
higher stages, e g local Unions into District Federations, 
and the latter into Provincial Unions, these again into a 
National Union The same can be the case with Wholesales 
for trade and with Banks Of late International Organiza- 
tions are also being formed 

Classification of Government of India — The Government 
of India have prescribed the following classification for pur- 
poses of Annual Returns 
I Central Banks 

II Primary Societies 

III Unions 

Difficulty of Classification — From the above it will be 
seen that Co-operative Societies are classified from different 
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points of v icw V classification to be perfect should be 
accurate and not overlapping, and should clearly indicate 
the function and purpose of each class Such a classifica- 
tion is rendered difficult by the fact that a Socictv which is 
originally intended to perform one function is sometimes 
made to perform an additional function due to -various cir- 
cumstances In such cases, however, the Society mav be 
classed under the main or primarv function which it per- 
forms Whatever may be the difficulties, a classification is 
desirable in the interest of the movement itself On the 
whole, the classification given in the Bomba) \ct seems to 
be simple and sufhcicntlv elastic for all practical purposes 


CHAPTER VII 

CO-OPERATIVE LAW MAIN PRINCIPLES 
OF EUROPEAN AND INDIAN LAW 

Friendly Societies Acts— Industrial and Pro tdent Societies Acts — 
Binding Societies Acts— Co operative Lavs o[ other F uropitin 
countries— Indian Acts— Nicholson’s Bill— Rights and Obligations 
o) Registration— What Societies can be registered under the Euro 
pean and Indian Acts—Prevention of Capitalism— Relations be- 
tween members and Society— Penalties— Pn nleges 

1' rtcndly Societies’ Acts — Special laws are enacted m all 
the European Countries and America to safeguard popular 
thrift, providence and credit The earliest act which helped 
to give some sort of legal status to associations formed by 
working classes in England is the Friendly Societies’ Act 
of England This was first passed m the year 1793 and 
after a senes of subsequent enactments, it has taken its 
present shape after the latest Consolidating Act was en- 
acted m 1896 

At first, only the Friendly Societies formed for thrift and 
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dated b\ the Industrial Provident Societies’ Act of 1S93, 
which now regulates all the Co-operativ e Societies 

Budding Societies’ Acts — Though Building Societies hue 
not been accorded a definite place in the co-operatne move- 
ment of England, it mat be mentioned that thev are gove n 
ed bj a different set of Acts, the first being passed m 1836, 
before which the societies were being registered under tne 
Friendh Societies' Act The latest Act on the subject is 
that of 1874 as amended b\ the Act of 1:894 Tenant Co- 
partnership societies are, however, being registered under 
the Industrial Prov ident Societies’ Act 

Co-operative Lazes of other European Countries — The Co- 
operative Law of German) dates from 1867 which prescribed 
unlimited liability , and the present law of 1S89 allows limited 
liability, but restricts transactions with outsiders, with the 
result that ev en stores cannot sell to non-members In Italj , 
co-operative societies are regulated b) a special section of 
the Commercial Code, but makes regulations concerning 
them In Denmark and France there is no special Co- 
operative Legislation, and Co-operative Societies fall under 
the provisions applying to ordmarv business concerns In 
Ireland, the Raiffeisen tjpes of credit societies organised 
bv I A O S are still registered under the Friendlv Soci- 
eties’ Act of 1896, as the Industrial and Provident Societies’ 
Acts do not allow unlimited liabihtv, being devised mainlv 
to meet the requirements of town people, and not of agr - 
cultural communities 

Indian Acts — In India, the first enactment on the subject 
was Act X of 1904, based on the English Friendlv Societies’ 
Act of zSg6, and provided for onl) credit societies being 
registered under it Ne\t came the Co-operative Societies 
Act II of 1912, which allowed societies other than those for 
credit being registered, and one societv to hold shares in 
another, thus allowing higher storevs of the co-operative 
structure to be built up 
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\iclwhon’s Bill — It mav In note el tint the draft hill pre- 
pirtd In Sir Frederick \ , isholson v is intended to hi an 
amtndmg pnrl of the Indnn Companies’ \rt with sep irate 
clnpto's as follow s — 

Chapter I Definitions 

Chapter II Joint Stock Hanks, providing safeguards on 
the then existing laws 
Chapter III Co-opcntne Societies 
Chapter I\ Savings Hanks 
Chapter \ \gricultural Associations 
Chapter \ I Land Improvement Hanks 
He also made certain suggestions regarding the 1 ivv re- 
lating to Bills of Sale, Usurv law, Montv-lenders’ accounts, 
.and privileges ,tnd exemptions f ivounng agriculturists 

lit gills ami Obligations of Registration — The main value 
of registration is the necpusition of a It gal personality with 
perpetual ‘Accession with certain attendant advant igcs — the 
right of representation bv the societies ofhmis, the right 
to hold property and to enter into contracts, institute or 
defend suits (See 18) The mam obligation of registration 
is the keeping of proper hooks and the presentment innualh 
<if a eorrcct In! nice '•licet to the nuthorttv appointee! under 
the Act who is known as the Registrar The hw, while it 
gives encouragement to even co-operative ellort, dis- 
courages comcrns of other nature from entering the field 
(Se-c 47) 

What ^acutus can he rcgishnd under tin IZurofunn and 
Indian Ids — Taking the Luropcin Law as i whole, a soci- 
ctv registered under it must have i business purpose, thus i 
mutual aid society like the Friendly Societv or a philanthro- 
pic societv has no place under it I he Indnn Law reepnres 
onlv the promotion of the economic interests of its members, 
and thus a mutual insurance societv or a thrift society , and 
even a philanthropu society, if it is intended to promote eco- 
nomic interests, can be registered under it 
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Prevention of Capitalism — Various provisions are added 
to the Acts to present capitalist interests from prevailing 
The English and the Italian Laws limit the share- 
holding of a member to £200, and Indian Act to Rs r,ooo 
(Sec 5 b) The Bomba} Act has raised this limit to Rs 
3,000 The German Law, being framed with a view to en- 
courage banking, lays no such limit on shareholding, though 
sums above a certain limit are generally held in deposit 
In German} , stress is laid on open membership and the 
conduct of the business of the members in common In all 
countries, speculation is prevented by making the capital 
of the society -variable so that members may add to it from 
time to time The shares are not transferable to non-mem- 
bers, except in England, where the object is attained b} 
open membership and bv the power given to the Committee 
to issue shares at par when it so desires All Co-operative 
Societies make the -value of their shares as small as possible 
to bring them within the reach of the poor, though there is 
no express proMSion to that effect in an} Act On the other 
hand, members are free to withdraw at any time after giving 
notice, and to get back a refund of their shares In France, 
the repayment is made bv instalments to minimise the in- 
convenience to the societv In England, a member may with- 
draw all or am of his shares above the minimum required 
for membership 

Relations between members and Society — The relations 
between the members and the Societv are personal and 
not capitalistic In e\er\ countn, societies are free through 
their committees, to refuse admission to any indiv idual they 
may deem proper to exclude without assigning reasons, and 
they in their rules lay down certain conditions which restrict 
the classes of persons who may join, or the place from which 
members may be drawn The minimum number of members 
required to form a society m European countries is 7, and in 
India 10 One of the most effective weapons of co-operative 
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control on the continent of Europe is an obligation upon 
members, enforced In fine, to conduct all or a given per- 
centage of their custom exclusivclv through the sociclv for 
a given number of years Hut it seems doubtful whether 
this would hold in English law * and at anv rate U has been 
objected to on this seor< In the Registrar in the case of 
Irish dairies and supple societies It is, however, certamlv 
legal in England to insert a provision in the rules that anv 
member not giving his trade to the societv mav be expelled 
and paid ofT In the model rules of the British stores, there 
is a clause to the effect that anv general meeting mav fix 
an amount which iverv member shall be required to purchase 
from the so' u tv , and that if he fads to do so, he shall be 
paid off and ceasi to be a me mbtr 

Penalties — 1 lie lavs of ill the countries provide penalties 
for disobedience or negligence of cert on pru autionarv 
measures prescribed in the Acts I hcv arc inalogous to 
those provided in the Indian Companies’ Act 1 hcv arc ab- 
sent in the Inch in Co-operative Act of tc)i2, because it was 
felt that thev art premature at this stage of the movement 
Provision for penalties is, however, made in a modified form 
in the Bombay Act (VII of 192s) 

Privileges — Certain privileges arc given to co-operative 
societies in all countries, and are also provided in the Indian 
Act including that of Bombav 1 Iicsl m iv be classified 
under fiscal, legal and executive, and mav be summarised 
as follows 

(a) Societies are exempt from fees for their registration , 
(b) from stamp duties, which, however, arc levied in some 
countries on a reduced scale, (c) from registration fees, (d) 
exemption of profits of the societies from income-tax, (e) 
members are given the power of nominating their heirs, 
(f) transmission of shares and deposits to the heirs of de- 
ceased members is free from duty and is ellovvccl to be made 
by Committee of management without the intervention of 
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the Courts, (g) prioriU of societies’ claims, (h) settlement 
of disputes without the mteneution of courts, (1) facilities 
regarding legal procedure so as to prot ide cheap and speed) 
methods, (j) exemption from the operation of certain Acts, 
such as those gotermng trading companies 

CHAPTER VIII 

THE LAW Or LIABILITY 

Lt ability of an Association, Company or Society — Beginnings of 
Limited Liabtltiy — Difficulties of earlier Societies — Limited and 
Unlimited Liabtltty — Liability limited by shares or by guarantee — 
Proportionate Liability — Use of the word Ltmtted — Unlimited 
Liabtltty of Directors — Incidence of Unlimited Liability — Liabtltty 
of past and deceased members — In other countries — Liability of 
Debtors to the Society — Joint and Several Liabtltty 

Liability of an Association, Company or Society — The 
principle of law for a long time had been that the 
members of an association or company formed for business 
were personally liable for its debts and obligations The 
earliest companies in England which obtained for their 
members freedom from personal liability were the Chartered 
Companies formed by the Charter granted by the Crown, 
e g , the East India Company (1600), the Bank of England 
(1674), etc > ^e latest under this class being the P & O 
Steam Navigation Company (1840) Another class of joint- 
stock companies known as Public Companies are formed by 
a special Act of Parliament, for carrying on works of public 
utility, such as Railways, cannals, docks, tramways, etc In 
India such companies are formed by special acts of legisla- 
ture They, too, enjov freedom from personal liability for 
their members 

Beginnings of Limited Liability — The principle of limited 
liability in the case of ordinary joint-stock companies was 
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first introduced in France It was introduced in England 
for the first time by the Limited Liability Act of 1855, but 
it excluded Banking and Insurance Companies It was 
copied in India by the first Companies’ *\ct (XIX of 1857) 
Banking Companies in England were allowed limited liabi- 
lity m 1857, and in India in 1860, by the Joint-Stock Banks 
Act (VII of i860) The Companies’ Laws were for the first 
time consolidated in England in 1862 and m India in 1866 * 
Limited liability was allowed in the case of Co-operative 
Societies in England not by the first Act of 1852, but b} 
the second Industrial and Provident Societies’ Act of 1862 
In Germany it was allowed by the Act of 1889 
Difficulties of earlier societies — These dates are important 
in understanding the difficulties of the earlier Co-operative 
Stores of England which stood in need of limited liability, 
but could not obtain it under the law, and the reason why 
even the Urban Banks of Schulze Dclitzsch were based on 
unlimited liability for a long time, and why the) showed par- 
tiality for unlimited liability even after 1889 till the national 
convention of these societies in Germany in 1894 passed a 
resolution favouring limited liability The Raiffeisen soci- 
eties, however, still continue to be of unlimited liability, as 
they consider their strength to he in that form of liability 
Limited and Unlimited Liability — In most countries liabi- 
lity of members maj be either limited or unlimited, according 
to the form adopted by the society Under the English 
Acts, societies have ipso facto a limited liability , not only 
of stores and producers’ societies registered under the Indus- 
trial and Provident Societies’ Act, but also of Building Soci- 
eties registered under the Building Societies’ \ct The 
Friendly Societies, registered under the Friendh Soci- 
eties’ ^ct, are not restricted to anj specific form of lnbi- 

* The latest Indian Companies’ Act is VII of 1913, which repeals 
the previous Act VI of iSSa, and is based on the latest Lnglish 
\ct of 190S 
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lit), but the main drawback of the Act is that it does not 
give corporate existence to the societies registered under it 
Under the Indian Co-operative Societies’ Act, agricultural 
Credit Societies should have an unlimited liabihtv, and 
other societies may have limited or unlimited liabilitv accord- 
ing to their choice, though limited liability is generally 
adopted by almost all 

Liability limited by Shares or by Guarantee — Limited 
liability is of two kinds (i) Liabihtv limited bv 
shares, and (2) liability limited bv guarantee In the former 
case the liability of each member is limited to the amount, 
if an) , unpaid on the shares held b) him In the latter case, 
the liabihtv of each member is limited to such amounts as he 
undertakes to contribute to the assets of the societv in the 
event of its being wound up 

Proportionate Liability — A Societ) maj combine both 
kinds of liabilities b) shares as well as b) guarantee, in 
which case the guarantee is generall) so many times the 
share value This is known as proportionate or the Haas 
s)stem of habilit), as it was first introduced b> Herr Haas 
of Germany in the case of societies started by him 

Liability of Indian Societies — Though the co-operative 
societies’ Act of India does not make any provision for lia- 
bility limited b) guarantee or proportionate liabilities, it is 
not expressly prohibited and can therefore be adopted bv 
an) societv which is allowed to have a limited liability under 
the Act 

Use of the word “Limited” — In the case of all limited 
liability societies, the word Limited must be affixed at the 
end of the name, so that an) person hav ing dealings with it 
may understand his position Where the word is not ap- 
pended to the name, it is presumed that the liability is un- 
limited Societies formed for the promotion of science, art, 
charity, and wh ch do not distribute dividend, ma) be ex- 
empted from appending the word Ltd to its name, (Sec 26 


of the Companies' Act of 1913) On this analogy a Co- 
operative Institute or Federation formed for education, etc , 
need not add the word Ltd to its name 

Unlimited liability of Directors — It may further be noted 
that under the Companies’ Act, though the liability of a 
Company be limited, it may have directors with unlimited 
liability, (Sec 70 and 71 of Indian Companies’ Act VII of 
1913) Similar provision may also be made in the case of 
any Co-operative Society registered in India, if it so desires 
Incidence of Unlimited Liability — In the case of a societ) 
with unlimited liability , every member of it is personally 
liable to pa)' its debts to the full extent of his assets, and 
the liability extends not mere!) to the debts incurred after 
the entry of such member, but to those incurred previous to 
lus entry This liability is joint and several, 1 e any one 
or more of the members may be sued jointly or severally 
Ordinarily, the debts of a society would be paid out of its 
assets It is onlv when such assets are insufficient the 
question of personal liability comes in But even then, the 
creditor cannot sue the individual members as such When 
a society is unable to pay its debts, any one of the creditors 
has to apply to the Registrar to inquire into or inspect its 
affairs, and if that Officer is satisfied about its insolvent 
condition, he cancels the society and appoints a Receiver 
The Recener then registers all the claims of the creditors 
against the society , collects all its assets, and if they are 
found insufficient, he proceeds to collect further amounts 
from the members individually It is at this stage that the 
question of personal liability comes in Eien then, the Recei- 
\er would not collect the required amount from any parti- 
cular member or members, but yyould collect from all the 
members pro-rata, 1 e , m equal proportion If an) of the 
members are unable to make the contribution, the Receiver 
would proceed to recov er the balance from the remaining 
members, also pro-iata 
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Liability of past and deceased members — If tun person 
has ceased to be a member of a societ) or has died, the 
liability of the former for the debts of the societ\ , as the\ 
existed at the time when lie ceased to be a member, continues 
for a period of two years from the date of his ceasing to be 
a member, and the estate of a deceased member is similarly 
liable for a period of one year from the date of his decease, 
(Secs 23 and 24 of the Indian Co-op Act, and Secs 28 and 
29 of the Bomba\ Act) The habilit\ mentioned in tliesi 
two sections, comes into operation only after the society is 
wound up and not before, though the point has not been ex- 
press!) stated in the Sections 

In other Countries — In Germans, there are two hinds of 
Unlimited Liabilities, one being of the kind described abo\c 
In the other form, the creditors, after endeavouring to satisfy 
their claims for its assets, can proceed against an) of the 
members, leaving the latter to recover from the liquidating 
trustee This form is a survival of the law of 1867, and is 
not ver) common now In Ital), there is another form of 
unlimited liabilitv in which each member mav be liable to a 
proportion of the total liabilitv , sav , one-thirtieth of the 
Societies' debts, as mav be provided in the rules of the 
societ) In France, societies mav be registered under the 
Civil Code or the Commercial Code Under the former the 
societies must deal with members onlv, but if thev deal 
with third parties, the liabilitv becomes unlimited, unless at 
each transaction such parties are told that the societies 
liability is limited Under the Commercial Code, there are 
three classes of liabilitv , one has unlimited liabilitv , the 
second has unlimited habiht) for directors and limited 
for the members, and the third has limited liabilitv 

Liability of Debtors to the Society — We have so far dealt 
with the liability of a societ), 1 e the habiht) of members 
for the debts due by the society, and the question of that 
habiht) comes m onl) after the society is cancelled and a 
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CHAPTER IX 

THE INDI \N CO-OPER \T1VE LAW 

Effect of Companies Acts— Prohibition of formation of Associations 
for Banhing or Gam — Charitable Societies' Act — Effect of the 
Prohibition— Act \ of ioof— Wt II of 11)10— Bombay Co-operahu 
Societies' let I II of tqe; — Comparison of the English and otl er 
European Acts — Further distinction — V/ 1 /N FF ATURh*> OF THE 
BOMBii ACT — Classification of Societies — Limit of Shareholding 
raised — Statutory obligation to hold a general Hireling — Change of 
nami- — Amalgamation or I ransfet of Societies — Principle of one 
member one vote — Power of the Auditor to summon — First charge 
of a Society against a member s crops— Copies of entries ttl boohs of 
accounts as evidence — Transactions sulk Von Members — Limitation 
on Drodend — Clear provision regarding the Resir-ie — Restriction on 
Distribution of Profits — Promotion of Pro 1 dent Fund — Contribu- 
tion to Charitable Purposes— Recognition of the Pririncial Co- 
operative Institute — A belter system of Liquidation Procedure — 
Power gr en to the Registrar to assess damages — Restriction oil 
disposal of surplus assets — Po eer to attach before judgmtnl — 
Procedure regarding arbitration — Poa.ee to enforce attendance — Re- 
co <crv of dues through Revenue Courts — Ofeiices under the Act — 
Appeals — Re istonal Powers — Branches of a Society — \oticc of a 
suit against a Society 

Effect of Companies' Acts — The first question tint ina\ 
arise is, if co-operative societies in European Countries could 
be started before anj Act of legislature was passed, why 
could not a similar course be adopted in this country 9 The 
answer is simple In Europe, the societies that were started 
before the enactment of the Companies’ Laws somehow pull- 
ed on, though in a precarious condition But after the 
enactment of those laws, no societj could be started without 
being registered under some Act, for otherwise its existence 



would be illegal under the Companies’ Laws Similar legis- 
lation known as the Indian Companies’ Act was first enacted 
m India in the year 1857, and underwent changes from time 
to time, the law now m force being Act VII of 1913, replac- 
ing Act VI of 1882 All these Acts, based on the English 
Companies’ Acts laj down the same restrictions against an 
unregistered society 

Prohibition of formation of Associations for Banking or 
Gain — Sec 4 of the Indian Companies Act lays down that 
“no Company, Association or Partnership consisting of 
more than ten persons shall be formed for the purpose of 
carrying on the business of banking unless it is registered 
as a Company under this Act, and no Company, Association 
or Partnership consisting of more than twenty persons shall 
be formed for the purpose of carrying on any other business 
that has for its purpose the acquisition of gam unless it is 
registered under this Act or formed in pursuance of some 
other Act or of Letters Patent” 

Charitable Societies’ Act — There is another Act in Ind’a, 
known as the Societies’ Registration Act, No XXI of i860, 
generally known as Charitable Societies’ Act, which allowed 
societies to be registered under it But it contemplates 
only the registration of societies for educational, charitable 
or scientific purposes or those for the promotion of know- 
ledge, fine arts, education and the like Co-operative Soci- 
eties, which have for their object the promotion of economic 
welfare of their members, cannot come under the Act 

Effect of the Prohibition — In view of the above provision 
in the Act, no co-operative Societies, which have banking or 
other business for their object, could be started without re- 
gistration, unless they are registered under the Companies’ 
Act An unregistered society would have no legal status and 
cannot enter into valid contracts Moreover, the provisions of 
the Companies’ Act consisting of 290 sections, are verj 
elaborate and complicated, and cannot be understood b\ 
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ordinary men without the assistance and advice of lawyers 
The procedure under the Act is also very cumbrous and 
costly 

Act X of igo4 — It was with the object of overcoming 
these difficulties and of promoting and facilitating the for- 
mation of co-operative societies in this country, that the 
Co-operative Credit Societies Act (X of 1904) was passed * 
It was a very simple piece of legislation consisting only of 
29 sections The mam features of the Act are that it allow- 
ed only credit societies to be formed, divided into two 
classes known as rural and urban, the former to be of un- 
limited liability and the latter being free to accept limited 
or unlimited liability Both kinds of societies were author- 
ised to accept deposits and loans and could advance loans 
to members and, by permission of the Registrar, to other 
registered societies Urban societies were permitted to pay 
drwdend on shares after carrying 25 per cent of the profits 
to the reserve, while all the profits of the rural societies were 
to be carried to the reserve, though after the reserve has 
accumulated to the proportion allowed by the by-laws, pro- 
fits to the extent of three-fourths could be distributed to 
members as bonus with the special permission of Govern- 
ment It authorised the local Government m each Province 
to appoint a Registrar to whom the Act assigned the work 
of registration of societies, their audit, inspection, cancel- 
lation and liquidation Though a number of credit societies 
were registered under it, the Act was found to be too limited 
in its scope as it did not allow the formation of societies 
other than of credit, nor of the higher stages of co- 
operation 

Act II of igi2 — To remove these difficulties, Act II of 

■* See Statement of Objects and Reasons — Gazette of India, 1903, 
Pt V, p 520 , Report of Select Committee, tbid of 1904, p 65 , 
and Proceedings in Council, ibid Pt VI of 1903, pp 170, 191, and 
of 1904, pp 16, 22 and 251 
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Comparison of the English and other European 4 cts — 
The Indian Acts are less rigid and more elastic than the 
corresponding English or other European Acts, due to the 
fact that there was no local experience of co-operation to 
guide' the framers of the Acts, and the fact that the people 
for whose benefit the} were enacted are mostlv illiterate 
They were made as simple as possible, allowing Local Gov- 
ernments to frame rules under them to supplement their 
provisions Sec 43 of the later India Act (see correspond- 
ing Sec 71 of the Bombav Act) la}s down the purposes for 
which such rules can be framed These rules, when publish- 
ed in the local official Gazette, have the force of law The 
Bombay Act requires such rules to be placed on the table of 
the Legislative Council one month previous to the Session 
These rules are capable of being changed expeditiously from 
time to time, without the cumbrous procedure required to 
change an} Sections of the Act The main principles are 
embodied in the Act, the Rules being confined to details of 
procedure within the matters circumscribed bv the Section 
authorising the framing of the rules The Act together with 
the Rules made thereunder form the Co-operative Law in 
India 

Further distinction — The Co-operative Acts in India are 
mainly based upon the Fnendl} Societies Act of England, 
but the former give to societies registered under them the 
status of a corporate bod}, while the latter does not In 
this and in some other respects the Indian Acts follow the 
English Industrial and Provident Societies’ Act On the 
other hand, the Indian Acts allow both limited and unlimited 
liability, while the latter Act (I &. P Societies Act) allows 
only limited liability In both the English Acts, the societies 
have to approach the Court in certain matters, as in the 
case of the Companies’ Acts, but under the Co-operative 
Acts of India, the Registrar is the adjudicating authority in 
almost all such matters, societies being thus kept out of the 
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jurisdiction of the Civil Courts The accounts of even 
society are to be audited by the Registrar once at least 
every year, including the valuation of assets and liabilities 
The Registrar is also given considerable discretionary 
powers regarding the registration of societies and their bv- 
laws, their inspection, mquirv into their affairs, their can- 
cellation and liquidation 

Important features of the Bombay Act — 1 he important 
features of the Bombay Act are, that it makes a scientific 
classification of societies, it has improved the procedure of 
liquidation, it makes provision for the execution of the 
orders of the liquidator and arbitrator through revenue 
officers, and penalises certain breaches of its provisions 
The following are the main features of the Bombav Act — 
Classification of Societies — Sec 3, cl (h) lavs down a 
distinct classification of the various societies whose objects, 
functions, needs, and methods are different 

Limit of Shareholding raised — Sec 6, cl (b) raises the 
limit of shareholding bv a member to Rs 3,000, and in the 
case of a housing society to Rs 10,000 

Statutory obligation to hold a General Meeting — Sec 12 
makes it obligatory on every society to hold the Annual 
General Meeting within 3 months of the close of the annual 
accounts, and Sec 13 to hold a Special General Meeting 
within one month of the date of requisition 

Change of name — Sec 14 allows a society to change its 
name without affecting its status, rights or liabilities 

Amalgamation or Transfer of Societies — Sec 15 lays 
down conditions under which two or more societies can be 
amalgamated, or any society may transfer its assets and 
liabilities to another society 

Principle of one member one vote — Sec iS lays down 
that one member shall have only one vote irrespective of his 
interest in the society 

Power of the Auditor to summon — Sec 22, cl (4) gives 
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power to the Auditor to summon any officer or servant or 
member of a society to give information or to produce any 
book, document or cash of the society Disobedience is 
made punishable with a fine of Rs 50 under Sec 60 

First charge of a Society against a member’s crops — 
Sec 24 creates a first charge against the crops raised by a 
member with a loan taken from the society Sec 19 of Act 
of 1912 created only a prior claim in that respect 

Copies of entries in books of account as evidence — Sec 
31 allows societies to produce copies of entries m their books 
tn a Court without the originals being produced This is 
a pm liege enjoved by joint-stock banks 

Transactions with Non-members — Sec 36 allows Con- 
sumers’, Producers’, and Housing Societies to have trans- 
actions with non-members to the extent permitted by their 
by-laws Under Sec 31 of Act II of 1912, such transactions 
could be restricted and controlled by Rules made under the 
Act 

Limitation on Dividend — Sec 38 limits the dividend pay- 
able to members in the case of all societies to 10 p c By 
Rule 20 made under the India Act, dividend was limited to 
12} p c and further limited it to 9- p c until the reserve 
fund of a society exceeded one-quarter of its subscribed 
capital 

Clear Provision regarding the Reserve — Sec 39 requires 
every Resource and Producers’ Society to carry' each year 
to the reserve at least -Jth of the net profits, and m the case 
of other societies at least i/ioth of them -\nd it further 
allows the use of the reserve in the business of the society, 
and with the sanction of Government the use of a part of it 
for some public purpose, to promote the objects of the Act 
or for some purposes of provincial or local interest 

Restriction on Distribution of Profits — Sec 40 prohibits 
the distribution of profits, except to the extent and under the 
conditions prescribed by the Rules or by the By-laws of 
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a society, and prohibits any such distribution in the case of 
a Resource Society of unlimited liability without the order 
of Government, and for 10 years if such a society is formed 
on the basis of shares 

Promotion of a Provident Fund — Sec 41 enables a soci- 
ety to form a provident fund for its members and to contri- 
bute to it from its net profits, but no part of such fund is to 
be considered as an asset of the society The provisions of 
Sec 26 prohibiting attachment of a member’s interest in a 
society are also made applicable to the provident fund 
created under this Section 

Contribution to Charitable purposes — Sec 42 enables a 
society to contribute up to 20 p c of its net profits to 
charitable, public or co-operative purposes with the approval 
of the Co-operative Institute Sec 34 of the India Act 
allows only iop c of the net profits to be so contributed 

Recognition of the, 'Provincial 'Co-operative Institute — 
Sec 42 requires the approval of the -Institute for making 
contributions to charitable purposes,' Sec 52 recognises the 
Institute as one, of ‘the objects for which' the surplus assets 
of a liquidated society may be. applied ,,-and Sec 52 requires 
one of the three persons authonsedlto ^administer the assets 
of a housing society, while being ( WourtA lip, to be a nominee 
of the Institute ^ * 

A better system of Liquidation Procedure — The liquidator 
appointed under Sec 50 ‘has larger powers than were given 
by Sec 42 of the Act of 191 2, such as to pay any class of 
creditors in full, to make a compromise, to get disputes re- 
ferred to arbitration, to carry the business of the society for 
the benefit of winding up 

Power given to the Registrar to Assess Damages — 
Sec 50A gives power to the Registrar in the course of 
winding up of a society to assess damages against delinquent 
promoters An appeal to Government against the Regis- 
trar’s order is provided by Sec 64 
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Restriction on disposal of Surplus Assets — See 52 prohi- 
bits the distribution of surplus assets of n cancelled societv 
among its members, and requires them to be devoted to an 
object described in the B\-la\\s, and when no object is so 
described, to am object of public utihtv determined bv the 
society's general meeting and approved bv the Registrar as 
indicated in the Section If the societv wound up be a hous- 
ing societv, Sec 53 requires the assets to be administered 
bv a committee of three, one of whom shall be the nominee 
of the Registrar, one the nominee of the Co-operative Insti- 
tute, and the third of the societv concerned 
Posner to attach before judgment — Sec 55 gives to the 
x\rbitrator’s Court power to attach propertv before judg- 
ment which was formerly exercised onlv bv Civil Courts 
Procedure regarding Arbitration — Sec 54 gives the power 
of appointing an arbitratonjy^ich under the \ct of 1912 
was given bv a rule 43 ( 1 ) Onlv minor 

details are relegatedwi vF'JSSc 56 prov ides for 

appeals against thfvdpqi^ion of an~\tiqnt^tor, and Sec 57 
makes the appellaj*£d^£:isioft 3 rrnal If Registrar himself 
decides the case,|[aa appeal-vvdlyjic t() ernment under 
Sec 64 \W\ G ' , 

Power to cnforccXhfU. lid — Sec/a8 &fves power to the 
Registrar, and the S^|t^bpp^ntei 3 und^f the \ct, to sum- 
mon and enforce the attendance ofi^partv or witness, and 
to compel the productionm^aSrtoCumcnt Disobedience of 
the order is made an offence -nder Sec 60, cl (d) 

Recovery of dues through Revenue Courts — Sec 59 al- 
lows the orders and decrees of the arbitrator and the liqui- 
dator to be executed through revenue authorities, under the 
rules m force for the recovery of land revenue, on the certi- 
ficate of the Registrar or the Assistant Registrars Thev 
may also be enforced through anv civ ll court if the Registrar 
so requires 

Offences under the Act — Sec 60 treats certain defaults 
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and negligence of the provisions of the Act as offences Sec 
61 provides penalties for such offences, and Sec 63, Cl (1) 
gives power only to Magistrates of First Class or a Presi- 
dency Magistrate to take cognisance of the offences, Cl (2) 
makes the offences non-cognisable, and Cl (3) requires the 
previous sanction of the Registrar before lodging prosecu- 
tion The latter provisions are intended as safeguards 
against indiscriminate prosecutions Similar offences are 
recognised under the English Acts 

Appeals — Sec 64 brings together under a single head, 
the provisions for appeals against the orders and decisions 
of the Registrar refusing registration of a society (Sec 10), 
or the amendment of its bj-laws (Sec 16), or against orders 
made in the course of winding up of a Society (Sec 47) , such 
provisions for appeals were made in the India Act of 1912 
by the Rules under it and by some of its sections Sec 64 
also provides an appeal against the Registrar’s order under 
Sec 45 awarding the costs of an enquiry, or an order assess- 
ing damages under Sec 50 A, or against the decision made 
by himself as an Arbitrator under Sec 54, not being an 
appellate decision under Sec 56 

Revtsional Powers — Sec 64 A, gives power to the 
Government and the Registrar to call for and examine the 
records of any enquiry or proceedings, conducted b} any 
officer subordinate to them, and to pass such order thereon 
as may be deemed fit 

Branches of a Society — Sec 69 enables a society to 
register its branches established outside the Presidency by 
filing a certified copy of its by-laws with the Registrar of the 
province concerned 

Notice of a suit against a society — Sec 70 requires that 
no suit shall be instituted against a society or any of its 
officers, unless two months’ written notice thereof is given 
to the Registrar 
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CHAPTER X 

PRODUCERS’ CO-OPERATION IN EUROPE 

EARLY EFFORTS Co-operative Communities — Onion Shops — 
Labour Exchange — n orkmen’s Associations of France — Labour Re- 
demption Societies of England — Self-Governing Shops of England — 
LATER EFFORTS The Acts of rS$v and 1S62— The Co-operative 
Productive Federation — Sharing of Profits — The Labour Co-partner- 
ship Association — Government support in France — Cab-drr ers Soci- 
eties of France — Nature of other Societies — Seasons of success in 
France — Producers Societies in other countries — Godin s Familisttrc 
of Labour Co-partnership — Leclatre’s Mutual Aid Society — Ad- 
vantages of the 1^.0 systems — The main characteristics of Producers 
Societies 

Early Efforts Co-operaUze Communities ■ — Production 
is the beginning- of things, though its end is distri- 
bution Stray instances of co-operation for production are 
given bj writers as hawng taken place about the end of 
the eighteenth century, but serious efforts date from the 
beginning of the nineteenth centurv France is said to ha\ e 
taken a lead to this branch of co-operation Fourier (1772- 
1837) and his disciples started the co-operati\ e communities 
known as Phalanstere from about 1820, and the self-support- 
ing colonies were started in England on Robert Owen’s 
principles from about 1825, for the production of articles 
to supply each other’s wants The Orbiston Community 
near Glasgow, was started in 1825, the Ralahine Commun- 
ity in Ireland in 1831 and the Queenwood Community m 
Hampshire m 1840 These were all financed b} some philan- 
thropists, and came to an untimely end by 1845 in both 
countries 

Union Shops — From 1834, other types of societies of pro- 
ducers were started in France by Buchez (1796-1865), and m 
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England from 1827 under the inspiration of Ou.cn, the most 
interesting of which ire those known as the Union Shops 
The members in these shops began by buving precisions 
wholesale , and retailing them to themselves at current prices, 
the difference became capilel, md as soon as possible, one 
member v as set to wort to make boots, another clothes, 
and so forth, until ultimately the society should have capital 
enough to take land ind form a community 

labour Exchange — To overcome the difficultv of finding 
a market for goods a new experiment known as Labour Ex- 
change w is tried in 1832 with branches at some places It 
was of a different character from the modern Labour or 
Employment Exchanges The Labour Exchange of Owen 
was for tin direct exchange of the products of labour, accord- 
ing to the amount of labour c> pended in making them, 
without the intervention of money or the expenses of the 
ordinarv machinery of distribution But the Exchange itself 
Ixcamc overstocked with unsaleable goods and was closed 
in 1834, and the shops and associations also came to an end 
in the same year 

IVorhimn's Associations of Franco — A second stage in 
this line commenced when, after the Revolution of 1848, 
louts Blanc and Buchc7 started the Associations Ovnerers 
or Workmen’s Associations in France which promised a 
better chance of success 1 hey were financed by the mem- 
bers’ subscriptions 

Labour licdcmptwn SocuLcs of England — In England, 
those known as Labour Redemption Societies were establish- 
ed it Bury, Norwich and at three other places about 1850 
They were capitalised bv subscriptions of members collected 
at the rate of one penny per week 

Self-Governing Shops of England — 1 he Workers’ Asso- 
ciations inspired a band of Social Workers in England, 
known as Christian Socialists, to help the labour movement 
in various ways They encouraged the starting of the Self- 
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Gotcrning Shops, the members themsehes providing the 
capital The Christian Socialists helped them largely with 
their own money at cheap rates of interest A Society for 
Promoting V\ orhmg-men’s \ssociations was also founded 
by them in 1S49, and a number of associations of tailors, 
builders, boot-makers, printers, smiths, etc were started 
Unfortunately these associations did not meet with am last- 
ing success Thev , like their predecessors, suffered from 
the disadt images of not being able to limit their liability, 
and from the disability, under the Friendly Societies’ Act 
of 1846, of not being able to sell to non-members The 
workers themsehes were not yet read} for self-got ernment 
in industry , and all of them talked too much of rights, and 
thought too little of duties 

Later Efiort 1 The left oj 1852 and 1862 — The legal bar- 
rier to success tvas remoted by the passing of the first Indus- 
trial and Protident Societies’ \ct in 1852, and the formation 
of such associations tvas stimulated by the second Act of 
1S62, yshich allotted one society to hold shares in another A 
number of Producers \ssociations yyere formed thereafter 
yyith yarting degrees of success Co-operatite Stores be- 
came interested in their detelopmcnt and took shares in 
one or more of them, and protided an assured market for 
their goods 

J hi. Co-operative Productize Fediration — \ Federation 
under this name tvas formed in 1883 to bring the separate 
products e societies into closer connection yvith one another, 
to assist them in selling their goods, and to try to pretent 
any competition between them It keeps the ideals of 
Christian Socialists before the federated societies, relating 
especially to the right of the ttorker employed in the \sso- 
ciation to take up shares in it, if he ttishes to do so, the 
right of all yyorkers ttho thus become members to share in 
the management of the tvorkshops, and the right in the 
distribution of profits 
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Sharing of Profit s — The distribution of profits m a tvpical 
society takes the following course After expenses arc paid, 
including a settled rate of interest on capital, and provision 
is made for education and other agreed charities, one por- 
tion of the profits goes to the workers m proportion to the 
wages paid to each, one to the purchasing co-operative 
societies as dividend on purchases, and some portion is car- 
ried to the reserve 

The Labour Co-partnership Association — In 1884, this 
Association was established to carrv on propaganda for 
spreading knowledge of the principles of the productive 
associations Such societies thereafter began to be called 
Co-partnership Societies, although the term “Producers 
Associations" is still used to describe them 

Government support m France — The Producers’ Move- 
ment in France took a different direction Since the Revolu- 
tion of 1848, Government recognised the right of workmen 
to join together in order to secure the profits created bj their 
labour Though most of the societies were founded bv the 
spontaneous action of the workmen in various crafts, thev 
were helped bj monev grants, and articles prepared bj them 
were bought bv Government Stores Most of the societies, 
however, failed on account of lack of discipline and want 
of prudence in management Onlj 16 survived in 1863 In 
1867, a new law was passed recognising co-operative soci- 
eties as societies with variable capital In 1884, there were 
about 60 societies in existence In 1893, a Bank for financ- 
ing Producers’ Societies was founded, which gave fresh im- 
petus to the mov ement A federation of Producers’ Societies 
has also been formed which gives advice on all matters 
which concern them The number of societies was more than 
496 m 1906, and 700 in 1919 

Cab-drivers' Societies of Prance — The most interesting 
class of societies in France is that of Cab-drivers meant for 
common possession and use of machinerj and materials of 

6 



GO 


their trade The largest of them, known as the Union 
D’Cocliers, owns stables, horses, carnages and harnesses, 
and commands a large business 

Nature of other societies — Other societies in France are 
of Bakers, Brewers, Printers, Producers of Chemicals, of 
Paper, of Shoe-makers, Textile Producers, Clothiers, Metal- 
workers, Locksmiths, Carpenters, Painters, Builders, Mas- 
ons, Stone and Glass-workers, etc 

Reasons of success in France — The reason win the mo\e- 
ment is flourishing in France is threefold First, they 
obtain cheap loans from the Co-operative Bank of French 
Societies of Workingmen Producers at 2 per cent 
interest The workers' societies are the members of the 
Bank, as in the case of English Productive Federation The 
business of the Bank is (a) to make definite advances for 
work done for private customers, but not jet paid for, (b) 
to discount trade bills of exchange, (c) to open current ac- 
counts, (d) to make long-term loans for the extension of 
business, provided, however, these loans do not exceed one- 
tenth Of the capital and reserve, (e) to supplj the caution 
moneys demanded for public contracts It may be noted, 
some private well-wishers have made large donations in aid 
of such societies, placing them at the disposal of the Bank 
Secondly, the State has made gifts to individual societies, 
especially those wluchNare labouring under difficulties of re- 
cent formation or under special crises I hirdly, they enjoj 
preferential treatment by the State in tendering for Govern- 
ment and municipal contracts 
Producers’ Societies in other countries — Societies in other 
countries have not shown iny marked development except 
in Italy In 1902, there were in that country 25 Co-operative 
bakeries, 153 Industrial Societies of Printers, Potters, etc , 
and as many as 454 Labour and Public Societies which form 
the peculiar feature of th^t country 
Godin’s Familistire of/ Labour Co-partnership — Another 
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type of co-operative production society is the Familistire 
founded m France by Godin (1817-1888) at Guise in 1879, 
on the principle of a partnership of capital, labour and 
ability Godin did not hand over the ownership and 
management of the factory to the workmen, before they were 
well educated and grounded in the principles and methods 
laid down by him The workers had to pass through four 
stages In the first stage, they were merely employees with 
a right to a pension and insurance against illness and acci- 
dents In the second stage, they became profit-sharers, the 
profit being calculated according to their services In the 
third stage, they received 50 per cent more profits In the 
fourth stage, they became full members The Committee of 
Management was composed of heads of chief departments, 
with 3 members elected by all members Profits were not 
paid in cash, but in savings certificates, on which they could 
draw 5 p c interest in cash On retirement of a member, 
he could receive the amount of his certificates In the 
Familistire, Godin provided stores, schools, a theatre and 
study groups, and in fact, made it an ideal town At the 
time of Godin’s death (1888), the annual output of the works 
was 4 million francs, and in 1909 it was doubled, and the 
employees numbered over 2000 

Leclaire’s Mutual Aid. Society — Another experiment made 
in France, on somewhat similar lines, was that of 
Leclaire, known as Mutual Aid Society started in 1S38, 
which also carried out the reform in stages, so that the 
workers served an apprenticeship in their craft as well as 
in administration 

Advantages of the two systems — The methods adopted by 
Godin and Leclaire offer a solution of the problem of giving 
the control of industrial concerns to workers who are not 
well educated either in a cultural sense or in business ad- 
ministration The adoption of these methods in England 
would have averted the failure of many productive concerns 
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They also show that philanthropic idealism can succeed, if 
conducted on prudent lines coupled with regular education 
of the workers 

The mam characteristics of Producers’ Soctcttes — The 
main characteristics of producers’ co-operation in European 
countries are that it rises above the individualistic conception 
to be met with in resource societies, and the collects is tic 
ideals of the consumers' movement Its ultimate aim is 
the expropriation of priv ate ow nership and pnv ate propertv 
Nevertheless, it stimulates individual effort and enterprise, 
each member working for the good of all, with the prospect 
of receiving the reward of his efforts The societies are, 
however, capable of full development onlj where the artisans 
as a class are educated as in France 


CHAPTER XI 

PRODUCERS’ CO-OPERATION IN INDIA 

Its rudimentary form — Scope of the Subject — Cottage Industries — 
Secondary Occupations of the Agriculturists — Fisheries and Forest 
Industries — The mam surviving cottage industries — People engaged 
in them — The system of Producers Societies in Europe — Help to 
individual artisans in European Countries — It ant of facilities in 
India — Weavers Societies — Instances of Federations — Societies of 
other industries — Societies of Women — Threefold difficulties of the 
Industries — State Aid — Organisation of Tradi — II hat Co-operation 
can do — Industrial Exhibitions — Industrial Bank — Obligation of the 
State — Importance of Cottage Industries to Agriculture 

Its rudimentary form — Producers’ Co-operation m India 
is jet in a rudimentarv form The main purpose of the 
Indian Co-operative Act was to help the agriculturists, and 
all efforts were, for a long time, and even now are, being to 
a large extent, concentrated on helping the agriculturists 



CD 


I ht feet th it tin pligh* of tin* ininn tlass v 'is a< bad as 
tint of tin agriculturists began to bi r«-d»»td m rmm 
y*ars, tnd some half-hearted efforts are lung made to 
npp'v co-opcrativi methods in tin i r c* m* In ordi r to under- 
stand tin problem fulk, it is necessary to describe tin nature 
of the sm ii! indtistrus, tilt tn-op* rative method at pres'nt 
ipplnd to tiittn, md tin i tnd of help required for tim- 
improvement 

Sropr oj Itu eiihjrtf — it is recognised tint tin. large 
sedt industries art beyond tin scope of b'tng organised 
ctvopt ntivi l\ on behalf of tin worSter*. tin motives Utmc 
our atte ntion is to In confined oniv to the application of 
to opt niton to sm til industries earned on in piopk in their 
iiomt s 

Collttfi UiduUrn v — Cottage industries arc tliost vvhicJt 
produit trucks of use on tndivtdud or f tmii> s\ stint of 
production with little or no division of vvori , m contrast with 
the svstun of factorv production, vvhtrt the division of 
labour is tarried to .1 high state of pi rfection “some cottage 
industries .ire t irru d on by piople engigtd in them as thur 
prim irv occupation, while some an tahi n up by tlie agri- 
1 ultunsts as the ir secondary occupations 

he Cotidary occupation* of tin opriudliemli*-- • 1 lie second- 
ly occupations tliat are fit to in t ike n up bv tlie agricul- 
turists, mostlv relate to (i) anim d husbandry, such as 
durvmg, poultry farming, bcc-ketping, rearing of silk or 
eri worms, etc* , (11) proussts for eonverting the protluce of 
the field into a better marketable produit, like gaol-making, 
paddy -husking, 1 otton-gmning, oil-pri'ssing, and the like; 
(m) some small mdustru s, catering mostly for lew al wants, 
and not ri quiring much skill, and for tin conduct of which 
rnv m iterial is’locally ivailable, sueh as spinning of cotton 
and wool, we iving of 1 simple kind, ropi -making, baslct- 
making, ind so on It may he noted that these, or at any 
rate those me nttom el in (1) and (111) are of the nature of 
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cottage industries, though more useful to the agriculturists 
as secondary occupations 

Fisheries and Forest Industries — Fisher} cannot be class- 
ed under cottage industry, nor can it come under the cate- 
gory of agricultural industry It has, therefore, an 
independent place between the two All the same, it is an 
industry, capable of being organised co-operatively Some 
processes such as manufacture of fish-oil, fish-manure, 
canned fish, etc , come under the category of cottage indus- 
tries There arc also some forest industries, such as the 
production of lac extraction of charcoal, wood-oils, etc , 
and though they may not be cottage industries, they are 
capable of being organised co-operatively 

7 he mam surviving cottage industries — India at one time 
was known as the cradle of cottage industries But with the 
rapid march of factory industries, most of them have perish- 
ed, and a few are m a decadent condition The main 
cottage industries that have still survn ed mac be classified 
under the following categories (i) Textile industries, 
whether relating to cotton, silk, wool or fibre, among which 
hand-loom vveav ing takes the lead , the others being calico 
printing, dvemg, etc , (n) Industries relating to ornamenta- 
tion, of which embroidery is the most important, (m) Indus- 
tries relating to precious stones, precious metals, jewellery , 
etc , (i\) Metal works, dealing with all but precious metals, 
such as those carried on by copper-smiths, brass-smiths, 
black-smiths, etc , (v) Fine arts, such as carving in wood, 
iv on , stone, etc , painting on different materials , (\ 1 ) 
Wood-work, including carpentry , furniture and cabinet mak- 
ing, etc , (vn) Pottery and ceramic wares, (x m) Leather 
works, (ix) Building industries, (x) Other industries not 
included in the foregoing classes 
People engaged in them — People engaged in these indus- 
tries may be drv ided into three classes ( 1 ) those working on 
their own account and selling their finished articles them- 
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selves, (n) those working in their own homes on behalf of 
some merchant or dealer, receding wages on the piece-work 
system for the work done b\ them They generally receive 
the raw materials from the merchants who gne them the 
work, (ni) those working in small Karkhauas or factories 
under an employer, generally known as the KarlJiandar, and 
receiving wages on the time-scale, somewhat on the lines 
of the workers employed in large scale industries 

The men falling under the first category are gradually 
losing ground and are more or less drifting into the other 
two The distinction between the men in the second and the 
third categories is that, in the case of the former, they work 
m their own homes and can get the sen ices of their females 
and adult children, while if they fall under the third cate- 
gory, they have to work as labourers in the harkhana or 
work-shop under the eye of the employ er 

It is only a few main industries that have reached the 
stage of Karkhauas or work-shops, and that too, in im- 
portant centres of industries \ large number of artisans 
are still carrying on their trade on their own account But 
they are wholly in the hands of the money-lenders, who 
charge exorbitant rates of interest The latter also supply 
raw materials and purchase the finished articles at prices 
dictated by themselves These transactions leave little 
margin to the worker, who having a running debt with the 
merchants is obliged to deal with them, without being able 
to take recourse to the competitive markets 

7 he system of Producers’ Societies m Europe — The Pro- 
ducers’ societies started m Western countries are, no doubt, 
intended to help cottage industries, but their method is based 
on certain socialistic principles, doing away with the idea 
of private ownership and private property as far as the 
industry dealt with is concerned The society owns the 
whole factory or shop collectively, and obtains capital partly 
by shares from members and partly by loans from outsiders 



or a bank It purchases ran materials wholesale, and the 
members do not work on the individualistic, but on a col- 
lects ist system Each member is paid a wage on a scale 
fixed by the Committee, and the profits remaining, after 
paying a fixed interest on borrowed capital, and the contri- 
bution to the reserve, are divided among the members in 
proportion to the wages received by them No society of 
this tv pe has been started in our country , and the few ex- 
periments tried m that direction have ultimately failed 
Perhaps, the genius of our people is inclined more towards 
the individualistic svstem of economic organisation than 
towards the collectivist It must, however, be noted that 
even in the case of producers’ societies in Western Countries 
the problem of marketing has always been A stumbling 
block The success of such societies m France and Italy is 
due to the fact that Government have come to their rescue 
by supplying liberal finance and by purchasing the articles 
produced bv them for civil and military stores and also for 
Municipalities In England, the producers’ societies have 
been largely helped bv the co-operative stores, both bv sup- 
plying capital and by purchasing their articles 

Help to tndntdual artisans in European Countries — In 
European countries a large number of artisans, not displaced 
by factory industries, ply their trade on their own account, 
in their homes, and obtain financial help either from a joint- 
stock bank or a co-operative bank in the following man- 
ner — 

The artisan concerned draws a bill on his bank, maturing 
for payment generally after 3 months The bank discounts 
the bill, and with the amount so drawn he purchases the 
raw material requireckfor his industry, prepares the finished 
goods within that period and sells them to a merchant The 
merchant m his turn drtiws a bill on the bank, maturing 
after 3 months, and payable to the artisan concerned The 
latter discounts it, pays back his own bill and the balance. 
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being- his profits, becomes available for his use If more 
money is required for his trade, he goes on with the same 
process of drawing a bill The merchant, on the other 
hand, sells his goods within the period of maturity of his 
bill and repays it to the bank In Scotland, the cash credit 
system has had the marvellous effect in mobilising the skill 
and the credit of the artisan and the trader in that country 

Want of facilities in India — In India, the European type 
of producers’ societies are almost impossible by reason of 
lack of education among the artisans, and the absence of 
trade facilities, especially for the sale of finished goods On 
the other hand, the absence of banking facilities has hamp- 
ered individual enterprise, there being very few well esta- 
blished co-operative town banks, and the joint-stock banks 
m our country confine their operations to large cities and 
open branches only in big commercial centres Even where 
co-operative town banks exist, the system of usance bills 
has not been developed, the banks merely doing the business 
of advancing loans 

Weavers’ Societies — The first attempt made to help the 
artisans on co-operative lines was by starting credit societies 
for them, as in the case of weavers, who were the first to 
arrest attention The hand-loom industry has still a large 
hold on the country, lakhs of people being found eking out 
a precarious living out of it About 50 to joo credit soci- 
eties were started in several Provinces, and in some even a 
bigger number But they were unable to render the full 
measure of help, as the members were still under the thumb 
of the shop-keeper in regard to their trade Later on, the 
svstem of wholesale purchase of yarn was introduced wher- 
ever possible, and in some cases the purchase of finished 
articles by the society But societies were unable to do 
this kind of work successfully singlehanded Attempts were 
next made to form Unions or Federations of societies for 
purposes of trade But these too did not attain much sue- 
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cess, as the work was conducted b\ persons who were not 
experts In the line The Industrial Department in the vari- 
ous proMnces renders help b\ introducing’ the fl\ shuttle 
loom among the weavers or giving some technical advice to 
the industry but takes no part in organising their trade 
Instance s of Federations — The following are a few in- 
stances of federations of weavers’ societies Punjab the 
Co-operative and Industrial Bank of Amritsar was started 
having societies onlj as share-holding members, the major- 
ity being the wca\ers’ societies, the Bank paying no 
dividend Its working capital in 1929 was over 5 lakhs 
It does the wholesale trade of suppljing yarn, and helping 
the sale of finished articles It is being assisted bj a whole- 
time Government staff Though the enterprise has not 
achieved marked success, it deserves to be watched with 
interest Bihar and Orissa the Weavers’ Co-operative 
Store of Bhagalpore, formed somewhat on similar lines, ran 
into a loss of Rs 77,000 The three Home Industries’ 
Associations for weavers in the same prov ince also ran into 
a loss Central Provinces and Berar the Weav- 
ers’ and Industries’ Association is still in the state of an 
experiment Bombay the two weavers’ Unions, one at 
Hubli and the other at Sholapur are not very successful 
The Maharashtra Industrial Co-operative Agency formed in 
1930 is a novel experiment Among its members are indivi- 
duals engaged in industries, co-operative industrial societies, 
and also a few industrial joint-stock concerns registered 
under the Companies’ Act At present the concern helps 
its members with loans for their working capital with the 
help of a cash-credit loan obtained from the Poona Central 
Bank, and proposes to set up shops and sale agencies in 
the future At present a shop is opened in Poona where 
articles of the embroidery societv are sold Bengal Co- 
operative Industrial Unions have been formed in the districts 
of Dacca, Bankura, Nadia, Chittagong, Naskhate and Raj- 



shahi The Bengal Provincial Co-operative Industrial 
Society recently formed has taken over the management of 
the Central Sale Depot at Calcutta United Provinces 
the two industrial co-operative central societies are 
intended to suppiv raw material to societies At present 
they supply jarn to weavers’ societies, but thev are not 
working satisfactorily Mvsore The formation of a Central 
Weavers’ Emporium is under consideration 

Societies of other industries — Efforts are also made to 
bring co-operation within the reach of a few other industries, 
but they chief!) consist in forming one or two societies of 
the trade concerned, such as of shoe-makers or leather work- 
ers, metal workers, carpenters, wood-carvers, printing 
presses, toy-makers, conch-shell workers (as in Bengal), 
coir-makers (as in Bombav , Madras, Cochin and Travan- 
core), paper makers (in Hvderabad Dn ), sandle wood 
carvers’ societies (in Mvsore), fishermen societies (as in 
Bengal, Bihar and Orissa, Travancore, Cochin, Madras and 
Bombaj ) 

All these are isolated societies without any kind of co- 
ordination In Bengal, the Home Industries Association at 
Calcutta, and the Industrial Union at Dacca were started to 
render assistance to various kinds of industries, but the) 
were not able to secure expert guidance for the conduct of 
their work 

The silk indusir) occupies an important place in Mvsore, 
Kashmir, Bengal and Madras But no sustained efforts are 
being made to bring it under co-operation In Bengal, 
however, 65 cocoon weavers’ societies are formed, and 
the silk union of Malda is trying to co-ordinate their 
efforts 

The Gold Thread Industr) of Surat employs more than 
10,000 men, and produces everv year articles worth more 
than a crore of rupees, or more than 4 crores, if the price of 
cloth on which the gold thread is mounted be taken into 
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account Though the industry is confined within a compact 
area of the city precincts, it still remains untouched bv 
co-operation 4 . society has, however, been started m Poona 
for the people engaged in the industry 

Societies oj women — In the Bomba) Citv, there is a soci- 
ety formed by middle class women who prepare articles of 
needlework, embroider) and children’s dress The society 
supplies the materials and makes attempts to sell the articles 
The sales are not very satisfactory In Bengal, 5 women’s 
societies are formed, they merely teach the members some 
trade, such as tailoring, needlework, etc , calculated to give 
them employment 

Threefold difficulties of the Industries — The difficulties in 
the way of Indian industries are the following (1) insuffi- 
ciency of the working capital, (11) unregulated trade, both 
regarding the purchase of the raw material and the sale of 
finished articles, (111) want of expert guidance, both regard- 
ing the technique of the industry and that of its trade 
Efforts to solve any one of these difficulties will be ineffec- 
tual unless all are tackled together It is impossible to 
expect the persons engaged in the industries to devise the 
means of overcoming the difficulties due to their llliteracv, 
which again forms the fourth difficulty Help must, there-* 
fore, come from outside, and the onlv agency which can 
give effective aid is the State 

State Aid — The Indian Industrial Commission appointed 
by Government m 1916, in its report published m 191S made 
the responsibility of the State in this matter quite clear 
Government has, no doubt, established a Department of 
Industries in every province, but this department, being 
concerned with large-scale or factory industries as well as 
the cottage industries, and having an inadequate staff, is 
not in a position to pay sufficient attention to either 

The Governments of Madras, Bihar and Orissa and My- 
sore have passed the State-aid tt> Industries Acts In the 
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Punjab the Industrial Loans Act has been passed But we are 
not aware of anv effort made for the encouragement of indus- 
trial societies as a result of these measures 

The Madras Government appointed m 1927 a special 
officer to make detailed survey of cottage industries in the 
presidency The exhaustive report made by him was 
examined by a special committee appointed by the Madras 
Legislative Council This Committee made valuable sug- 
gestions, the following being some of them that an empo- 
rium be established in Madras as is done in other provinces 
like Bihar and Orissa, Assam, Punjab, Central Provinces, 
and Mysore, that it should be a museum, an information 
bureau, a sample depot, and a wholesale agency , that 
government be requested to obtain, as far as practicable, 
their requirements of cloth from cottage workers, and that 
a business organiser be appointed to study the market con- 
ditions in order to find a ready sale for hand-woven goods 
It is not known how far government will accept these re- 
commendations 

Organisation of Trade — The most important aspect of the 
subject is the organisation of the trade, and even here the 
sale side is more important than the supply Tins work 
cannot be satisfactorily done by haphazard methods It 
requires the appointment of a market expert, as is suggested 
by the Madras Committee A technical advisor will also be 
necessary, but the marketing expert must precede him, for 
the duty of the technical expert will be to improve the quality 
of production as well as the output of the articles by the 
introduction of labour saving appliances etc , and his efforts 
will only be appreciated if there is a good market for the 
articles produced 

What Co-operation can do — Co-operation can help the 
industries b\ organising societies Where town banks exist, 
an artisan can borrow from them In the case of societies, 
thej can borrow from Central Banks But facilities for 
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trade do not e\ist, especially in regard to sale of finished 
goods It is worth considering whether this work could be 
pushed on for the present by entrusting it to the out-door 
staff of the financing Banks In the United Frounces, the 
Inspectors of the Department secure orders and pass them 
on to Weavers’ Societies But measures like these can at 
best be considered as temporary, and would nevertheless be 
welcome till some permanent arrangement is made 

Industrial Exhibitions — Some Co-opcratne Conferences 
hold an industrial exhibition as a side-actnity It would be 
much better if every conference were as a rule to hold such 
an exhibition, without confining it to co-operatively organ- 
ised industries, but extending it to all small industries in the 
neighbourhood This step will afFord wide advertisement to 
the industries 

Industrial Bank — Some propose that separate co-opera- 
tive industrial banks should be started with the object of 
affording facilities of finance as well as of trade, both to the 
individual artisan and to industrial societies Such a bank 
to ensure success will have to entertain not merely experts 
in banking, but also experts in trade and in the technique of 
the industry Such triple responsibility might be found to 
be too heavy for a bank to shoulder A bank may, no 
doubt, make advances against stock, and may even under- 
take purchase and sale on agency basis But outright pur- 
chase of articles seems to be beyond its scope If the bank 
undertakes to finance the starting of industrial concerns, it 
will require long-term capital to be raised by debentures, 
and its success will only be possible with Government help, 
as in the case of Mortgage Banks 

Obligation of the State — The support from the co-opcra- 
tive movement cannot go a long way, though it might 
be able to achieve something where nothing is done at pre- 
sent Substantial help can only come from the State, which 
b\ rendering it in the right way merely fulfils its obligation 
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In the United Provinces, three Inspectors are appointed 
, under the Registrar, one to look after the weavers, one for 
leather workers, the third to encourage agricultural subsi- 
diary industries In the Punjab, recently a staff is appointed 
under a Deputy Registrar consisting of one Assistant Regis- 
trar, 5 Inspectors, 20 Sub-Inspectors and 3 Supervisors to 
look after industrial societies Their work will be watched 
with interest But a larger trained staff is necessary in all 
provinces not merely to organise the \anous industries, but 
also their trade 

Importance of Cottage Industries to Agriculture — En- 
couragement of cottage industries is required from another 
point of view Many families who once were engaged in 
them, on finding their occupation gone as a result of the 
competition of factory industries, have fallen back on land 
for their subsistence, with the result that there are at pre- 
sent more men engaged in agriculture than it can support 
Even as early as 1880, the Famine Commission of that year 
observed in its report that the number of people engaged in 
agriculture was far more in excess of the number than it 
could support Every decennial census taken thereafter has 
been showing a further increase in that number The pro- 
blem will become more and more acute with the further 
increase of population If the cottage industries can be 
made to attract a larger number of people than at present, 
they will be a great source of indirect help to agriculture, 
and both industry and agriculture will prosper better than at 
present 
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CHAPTER XII 

CONSUMERS* CO-OPERATION IN EUROPE 
I The Co-operative Store 

Elimination of middlemen — The Rochdale Pioneers — Failure of pre- 
vious experiments — Rochdale Plan — The Beginning of.~J.ork — The 
method adopted — The fosttton of Women — The Principles of Roch- 
dale System — Application of Profits — Dealings VLith hon-Memhers — ■ 

A year’s Progress — Personal Interest of Members — Beginning of 
Production — Spread of the Movement — Removal of legal difficult- 
ies — The Wholesale Societies — The Co-operatx e Union— 'Other acti- 
vities of the societies — Penny Banks — Co operati e House Build- 
ing — Adi ant ages of the Store Movement — Progress in other coun- 
tries — The Features of Continental Stores 

Elimination of middlemen — The word “Consumer” is an 
economic name for humanity , for, there is not a single human 
being who does not consume some goods or other The 
relations between the “Consumer” and the * Producer” 
should therefore be most close and cordial, for one cannot 
exist without the other Yet, in the modern conditions of 
the world, the two are often found assunder and are only 
linked together by a hierarchv of middlemen, who at each 
stage levy a toll on the consumer for the mere service of 
bringing the goods to his door It is not in high price alone, 
but in short weights, adulteration of food, and inferior 
quality of goods, that the consumer is despoiled Various 
plans were tried to eliminate the middlemen, but the one 
tried by the twenty -eight weaters of Rochdale was found 
to be the most successful 

The Rochdale Pioneers — The Rochdalers were very poor, 
but were rich in the possession of four great virtues — 
courage, common-sense, patience and faith in effort These 
are the qualities which ensure success in human endeavour 
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It was in 1844 that the twenty-eight flannel weavers of 
Rochdale, including one woman, opened a small store of 
groceries, in an insignificant corner of that town known 
as "Ioadlane, with barely £28 as its working capital, but 
with a great fund of zeal How by the exercise of patience, 
perseverance and economy this small grocery shop helped 
the development of the present Consumers’ Movement is 
historj of absorbing interest 

Failure of previous Experiments — From the beginning of 
the 19th century, the high price of food turned the attention 
of working people in England to the economy of food sup- 
ply Previous to 1824, there were only stray experiments 
made here and there But between 1824 and 1844, a series 
of them were tried under the inspiration of Robert Owen 
who “set men’s minds upon the track of co-operation’’ 
Almost all these earlier experiments failed through financial 
difficulties, brought about by underestimating the cost of 
management, the accumulation of profits being regarded 
with a loathing, and by allowing purchases to be made on 
credit 

Rochdale Plan — Howarth, one of the pioneers, conceived 
the plan of selling goods at current prices, and dividing the 
savings effected among the purchasers in proportion to the 
amount of their purchases, after deducting the cost of 
irlanagement, and allowing a small rate of interest on 
capital No credit being allowed, the losses from unpaid 
debts were avoided 

rhe Beginning of work — The Pioneers collected capital 
by subscribing a share of £1 each, paying it by instalments 
of 2 d and 3 d per week They waited till the shares were 
full} paid, and then began operations with only five articles — 
blitter, sugar, oatmeal, candles and flour 

Iltc hfethod adopted — They insisted upon the principle 
of cash payment, and gave full weight and measure and ‘ 
good quality Additional money, when required, was bor- 

0 
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rowed onlj from members at a fixed rate of interest Their 
constitution pro\ ided that the government of the societ\ 
should be controlled b) members through a committee elect- 
ed bj them, that each member should hate onlj one tote 
at the general meetings of the societj, and that the balance 
sheet should be presented at quarterlj meetings to enable 
members to examine the financial position of the societj at 
regular short inters als The satings effected in trading were 
to be divided into three parts, one to be given to the members 
in proportion to their purchases, another to be set aside for 
the reserve fund, and the third to be allocated for educational 
purposes Later on, however, 2 } _ p c of the profits were 
carried for education Members were encouraged to leav e 
the dividend with the Societj as deposit or share capital — a 
device which prosed highlv successful in automatical]) in- 
creasing, on the one hand, the capital of the societv, and on 
the other, in accumulating the sav mgs of the members, thus 
prosing a source of imperceptible thrift A member was at 
1 bertj to vs itlidravv his shades at par, except one share to 
entitle him to membership 

The position of TJ omen — Women had equal rights in the 
Societj ’s affairs — a contrast to the German svstem where 
women, until verv recentls, were not allots ed to have a place 
on management, nor esen a vote at the general meeting 
In fact, the English Co-operative Movement owes much to 
the lojaltj of its women The) were staunch and true to 
their own shop, and their children, too, were taught to be 
lojal to it It is worth) of notice that about a generation 
before the Married W omen’s Propertv Act was enacted, Co- 
operators recognised the equalitj of the sexes m the matter 
of shareholding and investment, and gave women their legal 
rights 

The Principles of Rochdale System — The principles of the 
* Rochdale Sjstem maj be summarised as follows (i) It 
keeps the Store open to all , (2) places no limit on the number 
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of members nor on the extent of the share capital , (3) sells 
at the pre\ ailing market price, (4) sells articles of genuine 
quality of full weight or measure , (5) requires cash payments 
and gives or asks for no credit, (6) gives dividend in pro- 
portion to purchases , (7) gives only interest on share money 
but no dn idend , (8) requires every member to hold one or 
more shares, the share amount being payable by instal- 
ments, (g) gives each member only one vote irrespective of 
the number of shares held by him, (10) gives equal rights to 
women both m voting and in administration , (1 1) sets -apart 
a portion of the profits for education 

Application of Profits — According to the model rules 
published by the Co-operative Union, profits are allotted in 
the following order — (1) Interest on loans and deposits, 
(2) reduction of fixed stock, (3) reduction of preliminary ex- 
penses (this should not last beyond a year or two) , (4) inter- 
est on share capital, (5) reserve fund, (6) education fund, 
(7) subscription to the Co-operatne Union, (8) Social and 
other purposes, (9) dividend on purchases and bonus to 
employees 

Dealings with Non-members — Sales to non-members arc 
not prohibited and the general practice is to give to such 
purchasers half the dividend given to members Thev 
are encouraged in the hope that they will become mem- 
bers 

A Fear's Progress — The Rochdalers worked their Store 
in full faith and with stout hearts and by supplying goods 
of genuine quality and just weight at a fair price New 
members were soon gained, and within a year the member- 
ship numbered 74 and the trade amounted to £710 The 
number of articles sold were increased and the trade grew 
steadily 

Personal Interest of Members — The fact that the govern- 
ment of the society was controlled by the members, and that 
men and women who joined it had one vote, and one only , 

6 * 
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helped to increase the interest of members m the society 
and their feeling of personal responsibility for its suc- 
cess 

Beginning of Production — Production was always kept 
in new by the Pioneers as soon as the necessary capital 
accumulated Shoe-making and tailoring departments were 
added m 1852, and thus a beginning was made m the manu- 
facture of some of the goods required by' members 

Spread of the Movement — The success of the Rochdale 
Store, notwithstanding many vicissitudes, led to the esta- 
blishment of similar stores in other parts of the country, and 
in 1851, there were 130 stores m the north ot England and 
the Midlands of Scotland 

Removal of legal difficulties — One of the difficulties which 
the early co-operative societies, started either for production 
or distribution, had to contend against was the fact that the 
law gave no protection to them With the help of a band 
of social workers, known as Christian Socialists, an Act was 
passed in 1852 known as the Industrial and Provident Soci- 
eties’ Act, whereby the Societies obtained thg status of legal 
corporations But the law did not allow limited liability, 
nor did it permit one society to hold shares in another 
These drawbacks were removed by the Act of 1862 

The Wholesale Societies — In order to overcome the diffi- 
culties arising out of the dealings with wholesale dealers, 
the retail Societies in England established the Co-operative 
Wholesale Society in 1863, and those m Scotland united to 
form the Scottish Wholesale Society in 1868 

The Co-operative Union — All the Societies in England 
and Scotland have combined to establish the Co-operative 
Union (1889), for mutual support, propaganda and educa- 
tion 

Other activities of the Societies — By the removal of the 
legal difficulties and the facilities offered by the Wholesale 
Society and the Co-operative Union, the number of societies 
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and the volume of their trade began steadih to increase 

llh the increase of trade, various other activities were 
taken in hand The prosperous societies opened production 
departments of their own, especially baker) , flour-milling, 
boot and shoe-making, tailoring, milliner) and the like 
Some even have purchased estates to grow vegetables or to 
keep poultry and pigs Most societies have established pro- 
vident and convalescent funds, have made provision for sick- 
room appliances, and are giving facilities for health and 
life-insurance Besides these advantages, which man) soci- 
eties provide for their members, the following require special 
mention 

Penny Banks — A considerable number of societies have 
established Penn) Banks which are usually worked as a 
department of the societies Small deposits are received, 
and as a rule about 41 p c interest is paid These banks 
are specially popular with juvenile co-operators, for whom 
they are principall) intended, but adults also are allowed 
to make use of this opportunity for saving small sums In 
1920, the deposits received by these Banks were calculated 
as totalling £4,363,480 

Co-operative Housebuilding — One of the most important 
activities of the societies is the provision of dwelling houses 
for the use of their members, which was made possible bv 
the increase in the amount of capital In 1920, the sum 
invested by societies in house property was estimated at 
£8,851,448 The plan adopted is either that of the Build- 
ing Society or the Hire-purchase System 

Advantages of the Store Movement — The stores have 
done much for the advancement of thrift and the promotion 
of social amelioration and material prosperity of the working 
classes and as schools for business management and self- 
government A great number of people have not the 
strength of mind to put b) petty savings out of small earn- 
ings To them the store became a medium of saving with- 
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out laying by anything and of accumulating money without 
paying anything out of their pockets This is the moral and 
social discovery made bv the Co-operative Store Its 
educational value is equally great A large number of men 
and women are being trained m habits of business, m the 
powers of united action and organisation, and in taking a 
better part in their responsibilities as citizens Thus, by its 
manifold activities, the Consumers’ Mov ement has establish- 
ed the superiority of co-operation over competition 

Progress in other countries — The Store Movement has 
spread to other countries, notably Germany', Denmark, 
Italy, Hungary, Holland, Finland, Russia, America, and 
recently Ireland In some countries, Co-operative Eating 
Houses are established as in Finland, Denmark and Hol- 
land In Great Britain, some of the larger Stores open 
branches for this purpose The popular pharmacies of 
Belgium afford an instance of specializing the store 
principle for a special kind of business These Pharmacies 
are federations of small “mutuahtes” or friendly societies 
They have done a great work for the Belgian working peo- 
ple While reducing the prices of medicines by at least 
50 p c , they have been able to make 100 p c dividends 
In some cases the Stores have their own pharmacies 
attached 

The Features of Continental Stores — The features of the 
Stores m other countries are very nearly the same They 
all deal with household necessities, and very few luxuries 
In some European countries beer and wine are dealt with, 
but the stores in England and Scotland rarely touch this 
trade One important feature of the Store movement m 
most countries is that it has a natural tendency to identify 
itself with the Labour movement In Belgium, the Store 
movement is socialistic In Denmark, it is rural rather than 
urban, and has advanced side by side with agricultural co- 
operation In Finland, it has taken a rural turn In all 
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countries the stores form their federations for wholesale 
supply In most rural districts, the supply of domestic and 
agricultural requirements are combined in the same organi- 
zation, and as they cannot work on cash business, the build- 
ing up of the reserve fund by larger contributions becomes 
more important in their case 


CHAPTER XIII 

CONSUMERS’ CO-OPERATION IN EUROPE (Contd ) 
II Federations of Stores 

The Rochdalers’ Ideals — Difficulties of societies in wholesale trade — 
Co-operative Wholesale Society — Work of the C W S — Banking — 
Manufacture — Steamships — Purchase of Estates — Convalescent 
Homes — Insurance — Building Department — Audit Department and 
Stock-taking Department — Publication of Magazines — Work of the 
SCWS — Joint operations of the t uo Wholesales — Condition of 
Workers m the Factories of the two societies — Method of business — 
Administration of the two societies — The Irish Wholesale — The 
Co-operative Union — The Women’s Co operative Guild — National 
Men's Co operative Guild 

The Rochdalers’ Ideals — To the pioneers the store was 
not an end in itself, but merely a means towards the 
realization of more important objects, namely, the improve- 
ment of the housing conditions of the members, reduction 
of the evils of unemployment and low wages, manufacture 
of articles required by the members, acquisition of estates for 
cultivation so as to provide employment to members, pro- 
motion of temperance, and finally, establishment of a self- 
supporting home colony of united interests Many societies 
individually have been striving to attain these ideals We 
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operative stuns bit 11511 mirt pnispi run* the v Inti more 
mtlv njoncv at thur command and «-*»u!r 1 buv in larqt 
quantities, inti thirefori mart ihtaplv linn thrv could u 
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members Goods are sold to the Societies at ordinarv 
market prices, dividing the surplus among them in propor- 
tion to their purchases Business was commenced m 1864 
in a hired building, and after a time a plot of land was pur- 
chased at Balloon Street, where the SocieU built a \\ are- 
house of its own in 1869 As trade continued to increase 
the small premises were replaced bv large blocks of build- 
ings Branches were opened at Newcastle-on-Tv ne and 
London, and housed in the Societv ’s own buildings More 
branches were opened as trade increased Purchasing agen- 
cies were established at important marketing places m Eng- 
land and Ireland and also in New York, Montreal, and later, 
at other places also 

Banking — In 1871, a Banking Department was establish- 
ed to enable the societies to bank through the W holesale 
In 1920, the banking turnover of the Society reached the 
large sum of ^645,772,632 The profits of the department 
are divided among those societies which do the banking 
business with the Wholesale Societv Indrvidual members 
of retail societies also raaj open banking accounts with the 
Bank through their own local societies Mam Trade Unions 
also bank with the Wholesale Societv 

Manufacture — In 1873, the SocieU decided to manufac- 
ture in order to supplv societies with goods, which thee re- 
quired The biscuit and confectionerv works at Crumpsall 
near Manchester were purchased , and later in the same 1 ear 
a boot factor) was opened at Leicester The products e 
activ lties of the W holesale soon continued to increase Two- 
more boot factories were opened at other places, jam fac- 
tories at three places, soap, candles and washing powder 
factories at two, while factories for the manufacture of 
flannel, hosier) and various other articles, such as bacon, 
and lard refiners, preserves, and pickles, tobacco, and also 
clothing, furniture, brushes etc , have been created in -vari- 
ous parts of the countr) Cornmills also have been either 
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purchased or erected at various centres Printing works 
were opened in iSq^ at Manchester The Wholesale also 
•acquired the Keighley Iron Works, Dudley Bucket and 
Fender Societ\ , and Bertlcv Tinplate Society \n oil mill 
was acquired in 1916 and a colherv in 1917 A colhen m 
Manchester was started in 1876 as a Co-operative Coal- 
mining Societv , but after being worked at a loss, it was 
taken o\er by the C W S , but was sold m 18S2 after in- 
curring a loss of jf. 20,000 In 1917, another colhen was 
acquired 

Steamships — In 1876, the steamship Plover was built to 
earn the Societv 's own goods, and several other ships were 
purchased or built from time to time These carried goods 
for the society from various places, but latterly all but two 
'(■of the ships have been sold 

Purchase of Estates — Roden Estate was purchased for 
fruit-growing and farming, and other farms were acquired 
from time to time m England for farming and other agri- 
cultural purposes In 1913, a farm of 10,240 acres was 
purchased in Canada Lind was also acquired in West 
Africa 

Convalescent Hornes — In 1901, a convalescent home was 
opened at Roden and subsequent!} such homes were set 
up at other places These homes proved of great senace to 
co-operators recovering from illness, and tliev possess ad- 
v antages which are lacking in some of the ordinary convales- 
cent homes 

Insurance — In 1904, the C W S instituted a sy stem of 
Collective Life Insurance by means of which societies may 
insure all their members by a single pohev The work was 
•done through a separate society, but in 1912, it was merged 
in the work of the Wholesale Societv The English and 
Scottish Wholesale Societies have now a Joint Insurance 
Department which undertakes Life, Fire, Fidelity, Accident 
and General Insurance 



91 


Building Department — The building department of the 
Society is intended to erect factories, shops and buildings of 
the wholesale as well as of the retail societies 

Audit Department and Stock-taking Department — The 
Wholesale Society has an audit department and a stock- 
taking department, and societies can have accounts audited 
by a special staff of auditors, or their stock checked by ex- 
pert stock-takers retained by the Wholesale for that pur- 
pose 

Publication of \Iagacmes — MonthK Magazines ha\e 
been issued by the Society One known as the Wheatsheaf 
started in 1896 publishes news concerning co-operative soci- 
eties On payment of a small charge, societies may have 
local matters specially printed for them and added to the 
general magazine, for issue to their own members It also 
contains particulars regarding classes and other educational 
work of the movement A young people’s page is another 
feature of the magazine The other magazine known as 
The Producer deals with business matters of interest to co- 
operative officials and committee-men The Scottish 
Co-operator is published by the Scottish Wholesale 
Society 

Work of the S C W S —The Scottish Societies having 
determined to have their own wholesale society, the English 
Society encouraged the idea, and the S C W S was 
established in 1868 m Glasgow Mter its wholesale trade 
was well established, the Society began to manufacture 
goods Besides the establishment of cornmills, and a tailor- 
ing factory, it has a chemical department, a tinware depart- 
ment, a Cartwright’s department, a carting department and 
a printing department, and also factories for producing 
mineral waters, mantles, waterproofs, drapery and furni- 
ture, and has purchased a jute mill at Dundee It also 
owns creameries, a fish-curing station, and has commenced 
farming and cattle raising on its own estates and has opened 



02 


milk centres The SocieU has been making stead) progress 
in other branches of work 

Joint operations of the two Wholesales — The two soci- 
eties ha\c united for various purposes The) jomth own 
the eocoa works at Luton, tea estates in Cevlon and South- 
ern India, and the large tea and coffee warehouse in London 
where various processes of tea and coffee gi\c emplovment 
to a considerable number of men, women and girls 

Condition of workers in the factories of the two Soci- 
eties — The factories of both the Wholesale Societies are 
well lighted and clean, and well managed dining rooms are 
attached to the majorit) of them, thus enabling the em- 
ployes to have their meals in wholesome surroundings at 
a cost which simph covers the expense of the food and- 
service There are also halls which can be used b\ the 
cmplovees for recreation and reading, where newspapers, 
periodicals and other means of entertainment are provided 
Hie working hours are usuallv shorter than those in other 
factories engaged in similar production, and each employe 
has an annual holidav of two weeks with pav The wages 
are also somewhat higher A provident fund has been 
started and all emplovecs of six months’ service arc eligible 
for membership of this fund In the S W C S emplovees 
can hold shares and are entitled to direct representation at 
the business meeting of the societv These form two im- 
portant differences between the English and the Scottish 
Wholesale Societies 

Method of Business — Articles are sold at current whole- 
sale prices, the net profits being divided among the share- 
holding societies in proportion to the amount of purchases 
Sales are made also to non-member societies, allowing full 
profits, the s)stem of paving half the profits originall) 
adopted being now discontinued 

Administration of the two Societies — The membership 
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of the two Wholesale Societies consists of retail societies 
The latter elect delegates to attend the meetings of the 
former In the English \\ bolesaJc, the number of delegates 
allowed to each society is based upon the latter s member- 
ship, while in the Scottish Wholesale, the number of dele- 
gate's depends on the value of purchases made by the society 
from the YVhoksalc during the preceding quarter On ac- 
count of the large number of representatn es in the English 
Society, divisional mci tings are held in several towns at 
the same time on one day T he same items of business an 
dealt with at each meeting, and when voting is necessary, 
the votes given at all meetings arc added together, and the 
total number is regarded as deciding the point at issue 
The final meeting is held a week after the divisional meet- 
ings and delegates who prefer to attend it are at hberlv to 
do so flic Committees or the Hoards of Directors of bo th 

the Wholesales are elected bv t heir delegates '1 he 

managers of the different factories and of the departments 
of the Whol< sales are appointed by the Boards Hu Boards 
also form themselves into committees, each of which supci- 
vise a particular branch of work Stocks are taken and 
accounts closed quarterly Every department is charged 
with its own working expenses The formation of a strong 
Reserve Fund has hetn constantly kept in view, while an- 
other reserve has been formed through the Society itself 
insuring a large portion of its fire, guarantee and marine 
risks 1 lie report and balance sheet of the Board an. dis- 
cussed and auditors appointed by iIil meeting of the dele- 
gates which may make suggestions or lay down the line of 
policy I he members realise their responsibilities towards 
the Wholesale, and do their utmost to promote its interests 
and the ideals of the movement Ihus the history of the 
two Societies, in spite of some losses in the initial st tges, 
has been one of steady growth and success The English 
\\ holesalc celebrated its jubilee in 1913 and the Scottish 



Society jn 1919, though it completed fifty % ears of its work- 
ing in the prev ious v ear 

The Irish Wholesale — The Irish Agricultural Wholesale 
Society was established in 1S97, but it is formed pnncipalh 
for agricultural purposes, doing the business of wholesale 
trading and selling It supplies seeds manures and imple- 
ments to the societies and sells their agricultural produce 
It also does considerable trade m groceries and other com- 
modities 

The Co-operative bmon — As the Co-operatn e mov einent 
grew, it became necessan to establish closer union between 
societies for purposes other than trade Lack of knowledge 
of organization or business methods, or the inefficiency of 
shopmen and buvers, and the ignorance of proper methods 
of accounting, were among the reasons which brought fail- 
ure in the case of some societies An organization u as 
therefore started to give advice and guidance and impart 
instruction and education It began its w ork as the Central 
Board from 1869, and was reorganized as the Co-operatn e 
Union in 1SS9 It ls a federation of the English as well as 
Scottish Societies, fo-med for “protectne, progressne and 
consolidating purposes The Irish Societies hate joined 
it for educational purposes Its Managing Committee 
known as the Central Board, is elected b\ the representatit es 
of the societies, as in the case of the two \\ nolesales Its 
annual meeting is known as the Co-operatite Congress The 
Central Board appoints an Educational Committee, another 
Committee for general work, and a special Committee for 
v atchmg e\ents in Parliament and advising societies con- 
cerning matters in which they are likely to be affected b\ 
proposed new laws, or b\ am orders issued by Government 
Departments Latterly, a Labour Department has been 
added to deal with labour questions m relation to the Co- 
operative Movement, particularly m regard to wages, hours 
and any other matters of dispute between societies and their 
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employees The details of the educational work of the 
Union will be dealt with fully in the Chapter on Co-operative 
Education 

The Women's Co-operative Guild — The women in the co- 
operative movement formed in 1883 an association of their 
own, known as the Women’s Co-operative Guild, for the 
spread of co-operative education among them and for be- 
fitting them to hold responsible positions in the movement 
and for conducting other social work In 1921, Scotland 
formed its own Guild 

National Men’s Co-operative Guild — 1 his was formed in 
19 1 1 for the development of the co-operative movement in 
a similar way It must be borne in mind that these Guilds 
are not federations formed by the societies Thev have, 
however, branches, and they work in co-operation with the 
Educational Committee of the Co-operative Union in formu- 
lating their plans of education 
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CHAPTER XIV 

CO-OPERATIVE STORE MOVEMENT 
IN INDIA 

ft s failure — Main causes of failure — Other causes — Disad outages 
of Credit Sales — Tin TrtpUcane Store of Madras — Reasons for its 
success — Starts m Mysore — I! h\ Bombay attempts failed — Ti here 
stores might succted — Specialised Stores — Consumers Societies for 
other kinds of ser-'ices — School and College Stores — Conditions of 
succss— FACTORS OF SUCCESS I\ THE EUROPEA V STOR- 
FS — Food shifts made dear by Industrial Re* olution — Difference in 
the standard of life — Higher margin between tt holt-sale and retail 
f ries — Sale of prepared food — Higher scale of middleman's charg- 
es — 4 larger stage earning class — L inform standard of life — Spirit 
of Association — Shopping by women — Early establishment of tin 
mo ement — Help from the educated — Word of caution — Importance 
of the Store Uo ement 

Its failure — The Co-operati\e Store Mot ement m India 
mat generally be described as a failure A few stores 
here and there are being run successful!} , but the success 
is due either to peculiar local conditions, as for instance, 
the absence of competition among the local shop-keepers, 
or to special facilities obtained, as for instance, lower Rail- 
wat freights and rent free quarters for the shops, as m the 
case of stores started bt Railway emplotees, or the College 
stores In India, the store mot ement reached its height 
after the War when the control of food grain was establish- 
ed, but after the remotal of that control the number of stores 
■began steadiK to decline In 192S, the number in different 
prot mces stood as follow s — Madras 99, Mj sore State 70, 
Bengal 5S, Bombat 35, Punjab 21, Assam 19, United Pro- 
tinces 13 Central Protinces and Berar 8, Burma 7 

Main causes of failure — One of the mam causes of the 
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failure seems to be the ignorance of the basic principle of 
the store movement Stores are generally considered to be 
places where jou can purchase articles cheaper than from 
a shopkeeper The result of starting a store with such a 
notion is that the slightest set back damps the spirit of the 
members, and destroys the sense of their lo}alU If Roch- 
dalers had started their store with such an object, the} would 
never have succeeded The object of the store movement is 
to do away with the middlemen and ultimately to control the 
supplv market, as also the means of production on behalf, 
not merely of the few members of any particular store, but 
of the whole community of consumers Realising this prin- 
ciple, the members of many stores in European countries 
reackly pay even higher prices with the conviction that the 
temporary inconvenience will ultimately bring success to 
their cause 

Other causes — Other causes of failure are the introduction 
of credit sales and the insistence on the part of members on 
door-to-door delivery by the store It is the presence of these 
defects that account for the small number of co-operative 
stores in Japan Though the number of other types of soci- 
eties in that country is nearly 15,000, that of stores has 
not gone much above 150 Other causes which have brought 
about failure are the smaller margin of profit between whole- 
sale and retail prices, and at the same time a high cost of 
upkeep Dishonesty on the part of the manager is yet an- 
other factor, but this is found also in other branches of the 
movement, as in the case of credit It must, however, be 
borne in mind that no man is by nature dishonest, it is the 
opportunity that makes him so If the Managing Committee 
were to keep a watchful eye, there would be fewer occasions 
for dishonesty 

Disadvantages of Credit Sales — The disadvantages of 
credit sales in the case of a Co-operative Store are well 
known, yet they deserve to be reiterated By resorting to 
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them no store would be able to distribute daily necessities 
at an advantage to its customers both as to price and quality 
It is only by adopting the cash system it can eliminate 
waste, inefficiency and unnecessary expenses Nor are 
credit purchases adv antageous to customers Purchases 
must be paid for sooner or later, c\en when bought on 
credit On the contran , credit purchases increase indebted- 
ness Since it is easy to buy on credit, some purchases 
would be made that cannot be justified from the point of 
\iew of the resources of the purchasers When the daih 
necessities could be purchased on credit, the customer will 
be tempted to spend his monev on other articles which could 
well have been avoided Cash buying minimises thought- 
less expenditure Credit is expensive to the customer as 
well as to the store It is costly even to those who make 
their purchases for cash A. store, selling on credit, cannot 
buy with cash from the wholesales By credit purchases it 
loses cash discounts that the latter allow Its funds being 
tied up in credit accounts to its customers, it has to raise 
capital through loans, on which it has to pay interest Out 
of the credit sales to customers, some at least must result in 
bad debts Losses like these have to be made good bv 
somebody', and they are paid by all the customers in the form 
of higher prices Credit accounts involve extra book-keep- 
ing and therefore further expenditure Frequent pressure 
on creditors result in bad feelings Discrimination exercised 
by the manager in favour of customers, in whom he can 
place confidence, causes misunderstanding among others, fre- 
quently resulting in their disloyalty Thus, credit sales in- 
volve endless troubles to a store, and the Rochdale system 
has very wisely eschewed them 

The Tnplicane store of Madras — This is the only co- 
operative store w'hich has attained success m India on a 
large scale It was started in 1904 under the name “The 
Tnplicane Urban Co-operative Society” by 14 members, 
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prominent among whom was Mr T K Hanumant Rao 
The number of members in 1929 was 5781, and the sales or 
turnover amounted to 11 lakhs The store has gone on open- 
ing branches in different parts of the city, their present 
number being 25 Its paid-up share capital in the same 
year was over one lakh, and the deposits held by it amounted 
nearly to two lakhs Out of the profits, after setting apart 
a portion for the reserve, at 25 per cent in the earlier \ears, 
and at 10 per cent from 1921, and after paying bonus on 
purchases, some amount is set apart towards the common 
good fund In 1929, this fund stood at Rs 36,000, and the 
reserve at Rs 84,000 It has a loan department, the major- 
ity of the loans being of small amounts up to Rs 50 The 
strength of the present staff is 140, and the annual charges 
on this account are Rs 45,000 A Provident Fund is main- 
tained for the employees A Reading Room is attached to 
the Head and Branch offices of the store The articles sold 
by the store consist of rice and three other grains, drj gro- 
ceries, ghee, sweet-oils, jaggery, sugar, tea, coffee, soaps, 
and half a dozen common patent medicines Attempts to 
open a cloth department and a laundry have not succeeded 
so far The store does not make door-to-door deliveries, but 
the purchasing members either carry articles themselves or 
make their own arrangements for the carriage of goods 
The store is managed and patronised mainly by the middle 
classes of the city It celebrated its Silver Jubilee in 1929 
Reasons for its success — The chief reasons for the success 
of the Triphcane Store are that Madras is a city of distances 
No part is thickly populated, except the quarters where the 
labouring classes dwell The shops in the middle class loca- 
lities are few and far between There being little competi- 
tion between shopkeepers, the margin between the wholesale 
and retail prices is tolerably high No shopkeeper makes 
door-to-door delivery The standard of life of all the mem- 
bers so far as food is concerned, is very nearly uniform, and 
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the articles used are of uniform quality Only two qualities 
of grains are stocked one of them being a cheaper variety 
Wages are very low in Madras compared to those prevailing 
in Bombay The employees of the store in the beginning 
consisted of a manager and a salesman, and the monthly 
par of both amounted to Rs 16 only No doubt, these 
places now carrj a higher salary, but the scale is not very 
high 

Stores m Mysore — In the State of Mysore, the co-opera- 
tive stores have made good progress The Bangalore City 
Store is reputed to be the best of them, though much smaller 
than the Tnphcane Store Most of the other stores in the 
State owe their success to the patronage given by Mills, 
Offices or the Railways, they being started for the benefit 
of their employees Sales on credit are allowed by many 
societies m Mysore, and though they may not much affect 
the position of those conducted under the patronage of offic- 
ers, they may ultimately prove harmful to others 

Why Bombay attempts -jailed — Two or three attempts 
were made m the city of Bombay , to start a co-operative 
store, but all of them failed The conditions m Bombay are 
quite the reverse of those in Madras There are grain and 
grocery shops in every lane and bylane of Bombay at the 
rate of 6 to 8 shops within a distance of a furlong The 
competition between them is so very keen, that the difference 
between the wholesale and the retail prices is very small 
Door-to-door delivery is the rule Every shopkeeper visits 
the customers’ residence once every day, takes orders from 
the women of the household, and within a short time returns 
with the articles He agrees to exchange rejected goods 
and is very accommodating Indeed, he sticks to his cus- 
tomers like a barnacle At the end of the month he comes 
with his account-book for the settlement of accounts, It is 
very difficult to compete with the “Danewalla” of Bombay 
as he is commonly called The rent for a shop m the City 
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of Bombay is very high, and the wages also are very high 
The “Danewalla” minimises these charges by using his 
shop also as his residence He cuts out labour charges in 
connection with Ins business by doing it himself or getting 
it done by the members of his family He also does the sub- 
sidiary business of monej -lending on a small scale 

There are, however, some Buying Clubs in the Citj, mak- 
ing joint purchases of articles on indent Though they do 
not make much profit, they get articles by proper weight 
and measure and of better quality Public opinion is not yet 
sufficiently educated to rise in rey'olt against the mal-prac- 
tices of adulteration and false measures and weights, and 
to appreciate the benefits of a co-operative store A regular 
store in Bombay, howey er, may succeed if the purchases can 
be made at the seat of production, for the wholesalers them- 
selves profiteer to no small extent But this procedure will 
require an organisation on a large scale 

Where Stores might succeed — Stores in the suburbs of 
Bombay and m the Districts may succeed Stores among 
the labouring classes in Bombay itself have better chances 
of success, for these people, being always in debt to the 
shopkeeper, have been paying considerably high prices for 
their food stuffs than the middle classes do The Neyv 
Egerton Woollen Mills Co-operative Store in the Punjab is 
working successfully, and in 1929 sold goods worth 2 
lakhs 

Specialised Stores — Stores of one or two specific articles 
or for special purposes have succeeded m many cases In 
Bombay, two stores have been started by ladies for the sup- 
ply of clothing of women and children They seem to be 
doing well The Co-operative Hospital of Hubli, though 
not registered under the Co-operative Societies Act, is a 
novel experiment and has proved a success The few co- 
operative hostels of Bombay and Madras are yvorking suc- 
cessfully A store for the supply of electric accessories and 
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another for c\cle accessories m one province are said to be 
successful 

Consumers’ Soctettcs for other Linds of services — Two Co- 
operative Motor Service Societies are started in Gujerat b\ 
the passengers themselves, one by the Co-operative Housing 
Societies of Ahmedabad for earning the residents backward 
and forward between their suburban residence and the citj 
where the offices, places of business, schools, temples and 
the bazaar arc situated The other is started b\ the residents 
of Bilhmora for covering the distance of si\ miles between 
the town and the Railway station 

School and College Stores — Stores are being started in 
most provinces bv college students in the college premises 
for the purchase of books and stationerv The} are generallv 
found to be successful as the} get rent-free room for the 
purpose and emplov no outside clerical and manual labour, 
all the work being done bv the students themselves Such 
stores give some monetarv help to poor students out of the 
net profit The S\de nham College Store of Bomba} and 
the Khalsa College Store of the Punjab are instances of 
successful college stores 

Stores are also being started b} school students in mam 
prov snees Being, how ev er, unregistered as thev are formed 
bv schoolbo}s below the age of majorit}, the_v are not men- 
tioned in the report of the Registrars, except those of three 
provinces Bomba} has 625 school stores, and the Punjab 
has 148 The 46 school and college stores of Madras are 
all registered Membership is thrown open to students 
above 18 and to the staff, while students below 18 are ad- 
mitted as associates on pd}ment of an entrance fee Though 
teachers can participate, the chief responsibility is entrusted 
to students 

Conditions of success — The chances of success of a store 
must be judged from the following factors there must be 
a good margin between the wholesale and retail prices Un- 



til the turnover is sufficiently large the cost of the establish- 
ment and rent must be kept down to the minimum, even 
dispensing with them, if necessary The turnover must be 
rapid The members must appreciate the services rendered 
by the stores, the best indication of such appreciation being* 
shown by the steady increase m their number The mem- 
bers of the management must take a keen and personal inter- 
est m the affairs of the concern, by keeping a watchful eye 
over all its transactions relating to both purchase and sale 
Above all, the Rochdale principles should be faithfully ad- 
hered to 

FACTORS OF SUCCESS IN THE EUROPEAN STORES 

(i) Food stuffs made deaf by industrial revolution — In 
considering the possibilities of the store movement in our 
country, we must not be led away bv its success in European 
countries The movement in England had its inception after 
the industrial revolution bad brought about a neglect of hex 
agricultural industry, so that the country had largely to 
depend upon foreign countries for food-stuffs Cities with 
sea ports became the emporiums of food stuffs from which 
the rest of the country had to draw the supply The chain 
of middlemen between the producer and the consumer be- 
came ever increasing in length, and the elimination of even 
a single link therein became of vital importance to the con- 
sumer 

(a) Difference in the standard of life — There is a vast 
difference in the standard of life of the people in Europe and 
of those in India To the working classes, and even to a 
large number of the middle classes in the latter country, 
articles like biscuits, chocolates, jams and preserves, tin- 
ned and potted foods, are altogether unknown Even boots 
and shoes, soaps and toilets are very rare, and the furniture 
and the wearing apparel are of the scantiest among them 
Hence the household needs that can be provided by & a store 
in their case are very limited 
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(3) Higher margin between the wholesale and retail 
prices — The co-operatne stores in England earn gross pro- 
fits to the extent of 15 to 25 per cent , and pay an average 
drvidend of 2s 6d on a Pound or 12* per cent to the pur- 
chasers, whereas the gross earnings of the Triphcane Stores 
of Madras never exceeded 7 to S per cent , which is hardly 
sufficient to pay a di\ idend of 4 to 5 per cent to purchasers 

(4) Sale of prepared food — Food stuffs m European coun- 
tries are being tended in higher stages of preparation than 
in India There the people purchase bread, butter, tinegar, 
etc from a shop, but here we purchase wheat, milk, tama- 
rind, etc , from which we prepare those articles at home 
On bread alone they hate to pay the wages of the miller 
and the baker, m addition to the cost of wheat, and when 
all the agents profiteer, the burden of cost falls too heatih 
upon the consumer 

(а) Higher scale of middleman’s charges — The cost of 
living being higher in those countries, evert middleman 
levys a higher scale of charges for the services rendered bt 
him than in our country Thus, the total cost becomes too 
heavy for the consumer to bear 

(б) A larger wage earning class — The industrial revolu- 
tion brought into existence a vast number of wage earners, 
and the system of payment of wages at short intervals of a 
week enables them to pav cash for their purchases from the 
store 

(7) Uniform standard of life — The store movement was 
started by the labouring classes whose standard of life being 
uniform, their requirements were of a uniform type and 
quality 

(8) Spirit of Associations — The spirit of association en- 
gendered among the working classes by common occupation 
and quickened by the trade unionism, made common action 
in the direction of the store movement a matter of east 
accomplishment 



(()) Shopping h\ 'vomfn — Hu vorntn, who arc. the real 
purchasers of household nitessanes, do the shopping, ind 
thus reduce the cost of distribution Tlifv also taki a keen 
interest and direct part in the n.ovrmcnt 

(to) Enrl\ establishment of the mo u meat' — 1 lie store 
movement was established long before the private shop- 
kciptr perfected his svstem Moreover, the successful i s- 
tabhshment of the v holes »lc has inaeh the position of the 
co-operative store still more secure If the store movement 
verc starteei to-dav, its chance of success would hive been 
vtrv small in the ficc of the keen competition of the multi* 
shop-owners, and of the traders who have established close 
relations with producers, bv combin ition among themselves 
If, for instance, the co-operative v holesale lnd not existed 
v hen the producers like those of Denmark had themselves 
combined to sell their eggs, cheese, butter and bacon in 
bulk, the market from tbit countrv would have entirt.lv 
f dim into the hands of the capitalists 

lit Ip from the educated — Resides the above factors, manv 
educated men of light and lead, such as tin Christian Social- 
ists, took a keen and personal interest m the welfare of the 
\ orking Hisses and guided the store movement to a stage 
of perfection 

U'ord of caution — In the ibsenee of most of these condi- 
tions in our countrv, wi have to proceed ver) eauuouslv in 
starting stores in India In our villages there is no room 
fora store, as the agriculturists are themselves the producers 
of the staple food they consume \1I that is needed for 
them is to combine in the purchase of a few articles of daily 
consumption, such as silt, kcrosinc oil, ind a few spices not 
produced locally This supply work can easilv form part of 
the operations of i credit society , or it can be annexed to 
a sale society where one is in existence In the towns, there 
would be room for a store, provided there is locdly a good 
margin between the wholesale and retail prices '1 hough in 
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lome large tow ns, the competition between the shopkeepers 
themselves might keep down prices, it will not prevent the 
reprehensible methods of adulteration and short weights and 
measures adopted by them A co-operative store would not 
merelv do awav with the uneconomic method of distribution, 
relieving the surplus men engaged in the trade for the work 
of production, but it will gn e to the consumer his money’s 
worth But no store should be started unless the real prin- 
ciple underljing it is thorough!} understood and realised 
Importance of the Store Movement — The need of a wide- 
spread store movement mav not have been felt to-daj in our 
countrj on account of the preponderance of men engaged in 
agriculture, but it is sure to be realised when either the 
number of town dwellers increases or agriculture becomes 
completelv organised or rather industrialised Unless the 
consumers combine betimes, agricultural trade, even when 
it is organised, wall be captured bv the middleman shop- 
keeper, as it is done bv him to-da) in its unorganised form 
Evploitation of the consumer can be avoided only by esta- 
blishing a proper adjustment of the relations between the 
organised consumers and the organised producers 



CHAPTER XV 


CO-OPERATIVE HOUSING IN EUROPEAN 
COUNTRIES 


Origin — The System of the Building Society — The method adopted — 
The Terminating Society — The Permanent Society — The Building 
Societies’ Acts — Popularity of the Building Societies — Their progress 
m other countries — In Germany — Hire-Purchase System — Defects of 
Building Societies — Tenant Co-partnership System — The method 
adopted — Advantages of the System — Co operative Housing by Em- 
ployers of Labour — State and Municipal Aid to Housing Societies 


Origin — Like the store movement, Co-operative Housing; 
had its origin among the working classes of England The 
housing movement may be said to be a lineal descendant 
of the Friendly Societies, which collected small amounts from 
their members every week or month for meeting their vari- 
ous domestic misfortunes On the advent of the Industrial 
Revolution, the housing of the working classes, who flocked 
in large numbers to the industrial towns, became an acute 
problem The) were required to pay very high rents for most 
inadequate and unsatisfactory accommodation The occu- 
pants of these buildings raised the question — can we not 
join hands in erecting our own buildings, each of us being 
helped by the rest in turn to erect a small cottage'* They 
answered it in the affirmative 

The system of the building society — Mention is made of 
building clubs as being in existence in England as early as 
1795 Co-operative enterprise in the matter of housing took 
a definite shape as Building Societies from the early part of 
the 19th century Their object was the raising, by subscrip- 
tions of the members, a fund for making advances to mem- 
bers on the security of mortgage, for the purpose of owning 
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members had obtained the loans, the society would continue 
merely for collecting their instalments, and when the loans 
were fully repaid or adjusted, final accounts would be made, 
the profits distributed, and the society dissohed A new 
member would be admitted into such a society, if he paid 
the back-subscriptions of his share, calculated from the start 
On the other hand, a member desiring to withdraw would 
be paid back his subscriptions without interest, as funds 
came in 

The Permanent Society — Most of the earlier societies 
were of the terminating type The later societies were mostly 
permanent In this type which came into existence about" 
the year 1846, the list of membership was always kept open, 
and a person was allowed to join it without being required 
to pay back-subscriptions All loans may not be of the same 
magnitude In the case of a house to be newly built, ad- 
vances would be made from time to time up to the sanctioned 
amount on the production of certificates of progress Per- 
sons who had no intention to own a house could also join 
it merely for the sake of investment The society would 
also receive deposits from any person to increase its working 
capital, and would further take loans from banks on the re- 
mortgage of the property it held in mortgage from its mem- 
bers Some bigger societies employ a staff of engineers, 
surveyors and architects, to give technical advice to members 
on payment of a fixed fee 

The Building Societies’ Acts — The earlier societies had 
great difficulties to face as the law gave them no protection 
From 1834, they were allowed to be registered under the 
Friendly Societies’ Act, but m 1836, the first Benefit Build- 
ing Societies’ Act was passed, conferring the advantages of 
the!' former Act The second Building Societies’ Act was 
passed in 1874, which allowed limited liability, and gave the 
Societies — old or new — the status of corporate body if regis- 
tered under it At the same time, it limited the borrowing 
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power of a society, whether in the form of loans or deposits, 
to tv'o-thirds of the amount for the time being secured to the 
society by mortgages from its members, or in a terminating 
society to one year’s income from subscriptions Even then, 
the Act gave rise to many defects, all of which were remov- 
ed by the Amending Act of 1894, which required annual 
statements of all its transactions to be submitted to the 
Registrar The Act also gave ample powers to the Registrar 
to deal with societies not complying with its requirements 
Popularity of the Building Societies — The Building Soci- 
eties had a great educative \ alue m inculcating the principles 
of self-help, and in developing the habit of thrift and provi- 
dence Their shares were looked upon as profitable invest- 
ments Thej' allowed a higher rate of interest than was 
obtainable m Savings Banks, and the security was consider- 
ed as equally good The society became a favourite means 
of investment by the working classes It transformed the 
rent-paying tenant into an owner of a house, and in many 
cases into a rent-receiving landlord The ownership of their 
homes by the working class proved to be the most effective 
means of social improvement and self-government Thus, 
the Building Societies steadily grew both in importance and 
number, so that in 1870, their total assets were valued at 
xi millions sterling In 1869, an association was formed 
for the protection of their interest, which still carries on 
its work under the name of “Building Societies’ Associa- 
tion” In 1908 there were over 2000 societies, counting a 
membership of over half a million, with assets over 7 z 
millions, and an income over 38 millions In 1924 the 
membership (including depositors) had risen to a million and 
a quarter, the assets to 100 millions, and annual advances 
to 25 millions, the annual income to 60 millions, and the 
reserve to 5^ millions The number of persons Irving in 
co-operative houses in Great Britain is 9 million 

Their Progress in other countries — The movement soon 
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spread in America, where the societies under the title of 
Building and Loan Associations or Co-operative Societies 
have been carrying on a vast and successful business In 
1905 there were over 5000 such associations, with a member- 
ship of over a million and a half, and assets over 130 
millions sterling In 1924 the number of associations had 
increased to 11,000, that of members to more than 7 mil- 
lions, and the total assets to nearly 800 millions sterling 
They provide libraries, music rooms, bus services etc In 
Canada, the Building Societies made rapid progress, their 
assets in 1905 aggregated to over 25 millions In Belgium 
and France a mixed official and philanthropic system pre- 
vails In Germany and Italy, they are overshadowed by 
credit societies or co-operative banks, which make building 
advances to members for building purposes as for other 
objects After the War, however, in consequence of the 
rise of prices of land, labour and materials, co-operative 
societies for housing were pushed on in many countries, with 
finance and other aid obtained from Government, municipali- 
ties, employers of labour, and even philanthropists 
Progress in Germany — In Germany, besides these agenc- 
ies, the large number of Mortgage Banks, which had so 
remarkablj developed in that country more than m any 
other, have helped house building enterprise by advancing 
loans on second and subsequent mortgages Two kinds of 
societies have been formed in that country, some building to 
let, and others to sell The latter kind of societies require 
a larger supply of capital They also have a rule for res- 
training profiteering by members to the effect, that m the 
event of sale, the societies retain the right of repurchase 
This is known as the Ulmer System Another measure for 
safeguarding the interest of societies is provided by law it- 
self Under the German law shareholders are required to give 
two years’ notice for withdrawing their capital from the 
society The Societies in Munich formed a House Building 
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Societies’ Bank in 1918, and Government loans to the soci- 
eties in that proi ince are made through this Bank 

Hire-Purchase system — The Building Societies are merely 
loan associations, making advances with the specific object 
of enabling their members to own houses They undertake 
no building operations The co-operative store societies, 
on the other hand, utilise their surplus funds for making 
advances to members on the lines of the Building Societies 
and also for erecting residential buildings for letting out to 
members The latter method has developed into the hire- 
purchase system Under this system, a resident member 
pays not merely the rent, but also the price by small instal- 
ments along with the rent, so that when the whole price is 
paid, the house is conveyed to the member making him its 
owner This method is also adopted by the Friendly Soci- 
eties as a safe outlet for their surplus funds Many Joint- 
stock Companies are also formed for similar purposes The 
system is possible only in the case of bodies which have sur- 
plus capital on hand 

Defects of Building Societies — Though the Building Soci- 
eties enabled their members to acquire houses, the system 
was not complete!} co-operative The houses so acquired 
were scattered in different localities, and many of them pass- 
ed into the hands of capitalistic investors The owner was 
tied down to his property, which formed a great handicap 
to the working man when he wanted to shift m search of 
better employment On the death of a member, before the 
loan was full} repaid, the heirs were obliged to sell the house 
for what it fetched to repay the loan No doubt, the owner 
could insure his life for a sum equal to the loan, but it in- 
volved additional payment of premia on the life-policy, which 
was not within the reach of the generality of the working 
classes And lastl} , the s} stem excluded from its operation 
a large class of people, who were not in a position to pay 
the full cost within the limited number of rears it allowed 



Tenant Co-partnership system — To overcome these diffi- 
culties, the system of Tenant Co-partnership was devised 
Under this method, the houses are owned not individual!) by 
members, but collectively by all of them, i e by the society 
on their behalf The society purchases a large plot of land, 
erects the buildings suited to the requirements of the mem- 
bers, and lets them to the members on rent B) this form 
of grouping of the houses, the society is in a position to 
keep up the character and good condition of the estate as a 
whole The first society was started in England in 1881 as 
Tenant Co-operators, Limited, but it was not able to obtain 
a single estate The houses being built on different estates, 
the society was not able to achieve the full ideal The system 
found no imitator till the year 1901, when the Ealings 
Tenants, Limited was started in a suburb of London, and it 
built the houses in a single estate The e\periment became 
popular, and was soon followed by others in quick succes- 
sion at Hampstead and other places These societies are 
registered under the Industrial and Provident Societies’ Act 
In 1905, was formed a central organising body under the 
name of Co-partnership Housing Council, and in 1907, a 
Federation of all the societies was formed, known as the 
Co-partnership Tenants, Limited, for assisting in raising 
capital and in other matters as a Central Organisation It 
has a trade department, an architects’ department and an 
audit department 

The method adopted — Each resident member has to hold 
a substantial part of the share capital, equal to about one- 
fifth to one-tlurd the value of the house occupied by him, and 
equivalent to the margin of safety in the Building Society 
system The amount may be paid in lump payment or by 
instalments The rest of the required amount is raised by 
the Society by long-term loans through debentures, carrying 
interest at about 4 to 5 per cent , which are readily taken up 
by the public The rent charged is calculated on the basis 
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of the charges and taxes to be paid on account of the houses, 
including their up-heep and repairs, a sinking fund at about 
half per cent , and interest on capital which does not exceed 
5 per cent If any surplus is left at the end of a year, it 
is dix ided among the tenants in proportion to the amount of 
rent paid by them, and is credited to their account until the 
amount reaches the total cost of the house The manage- 
ment of the society is in the hands of the tenants themsehes 
There is no chance of increasing the rent as m the case of 
pm ate landlords No tenant can be ejected except for a 
graxe offence, or if he becomes a nuisance to his neighbours 
Advantages of the system — The tenants in the sxstem 
ha\ e the security of continued residence ■without enhance- 
ment of rent They are, therefore, as good as owners The 
society also prox ides pastimes, pleasures and all the amenit- 
ies of a club and institute In case any of the tenants has 
to leaxe the neighbourhood, he max sell his shares to another 
member In the alternatixe, the society would let out his 
house, to one of the waiting members, and after recox ering 
the amount from him, it xxould be paid to the outgoing mem- 
ber, who is also entitled to receixe interest on his capital m 
the society from the date of his leaxing till the date of pay- 
ment of the capital In the exent of the death of a tenant, 
his heirs may elect to reside in the house, paying the fixed 
rent, but should they decide to leaxe the premises, the 
amount held by the deceased member xxould be paid to them, 
as is done in the case of the outgoing tenant 

Co-operative Housing b\ Emplo\ers of Labour — Manx 
employers of labour in European Countries liaxe built decent 
houses for the labourers employed by them Some hax-e 
exen encouraged co-operatixe housing for their benefit The 
notable instances in this direction are the Portsunlight of 
the Lexer Brothers of the Sun Light Soap fame, and Bourn- 
xille of the Cadbury Brothers of the Chocolate fame Both 
these enterprises consist of garden xiliages on the co-part- 
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nership sjstcm, the tenants themselves administering the 
estates, though the emplojers ha\e contributed a part of 
the capital 

State and Municipal 4 id to Housing Societies — All Euro- 
pean countries have recognised the value of the work done 
by co-operative housing societies, by providing sanitary 
dwellings to their members at reasonable cost or rent 
Municipalities help them by giving cheap land and remitting 
the taxes for the first few years T he State provides them 
with cheap capital In Belgium, the Government Savings 
Bank lends money to the housing societies at 3 per cent 
In France, Government has authorised public bodies and 
benevolent institutions and trusts to lend them at rates vary- 
ing from 2 to 3 per cent In Germany, the Municipalities 
are authorised to support such societies by cheap land and 
capital, by constructing roads and sewers and by giving 
technical advice through the Municipal architects In Italy 
and Holland, and in other countries, assistance is given to 
housing societies on similar lines In Great Britain and 
Ireland, the Housing of the Working Classes Act of 1890 
authorised the Treasury to advance loans to Housing Soci- 
eties, and even to joint stock companies undertaking similar 
work, for a period of 40 years, not exceeding one moity of 
the value of the land and buildings, at 3^ per cent (Secs 67 
and 83 of the Act) The new Act of 1909 gives further faci- 
lities, and the period of the loans is extended to 80 years, 
and the extent is raised to two-thirds the value of the pro- 
perty, (S 4) The Act also authorises local bodies to under- 
take housing schemes for working classes, to support such 
schemes prepared by Housing Societies, and even to sus- 
pend any local by-law, which might impede the work of the 
societies The Act is also made applicable to rural areas 
A propagandist association has been formed under the name 
of Rural Housing Association to encourage co-operative 
housing m rural areas After the War, Government helped 

8 * 
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various societies by subsidies to meet the loss caused bj the 
high cost of labour and materials All these measures go to 
prove the anxiety shown by the State in improving the hous- 
ing conditions of the people 

CHAPTER XVI 

CO-OPERATIVE HOUSING IN INDIA 

The begtnnmg of the movement — The Bomba y Co operatt e Hous- 
ing Assoaatton — The Saraswat Co operatt e Housing Society — 
Capttal of the Society — Working System — Sinking Fund and Re - 
patrs Fund — Government Loan to Housing Socteltcs — Land acqui- 
sition poorer to Co operative Societies — Progress of Housing Soci- 
eties — Tenant Ownership System — Tenants Society — Rural Recon- 
struction Societies — Rural Housing Societies — Absence of worl mg 
class Housing Socieltes — Difficulties of Housing Societies — Housing 
Societies in other prounccs-- Lahore Model Town 

The beginning oj the movement — The onlj encourage- 
ment received by housing, at the earlier stages of the co- 
operative movement in India, consisted of casual loans ad- 
vanced by credit societies for constructing dwellings, this 
being one of the various purposes for which advances were 
made But no society was started for the distinct purpose 
of advancing loans for enabling members to own houses 
After the enactment of the Second Co-operative Act of igia 
attention began to be directed to the possibilities of forming 
co-operative housing societies The initiative in this direc- 
tion was taken by the Bombay Presidencj , where a non- 
official body known as the Bombay Co-operative Housing 
Association was formed m 1913, for earring on propaganda 
m favour of the movement 

The Bombay Co-operative Housing Association — A paper 
read by the present writer on "Co-operative Housing” at 
the Provincial Co-operative Conference held in 1913 led, on 
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the recommendation of the Conference, to the formation of 
the Co-operative Housing- Association about the end of the 
same) ear Mr J P Orr, ICS, the then Chairman of 
the Bombay Improvement Trust, was appointed its Chair- 
man, and the present writer, its Hon Secretary The As- 
sociation carried on intensive propaganda by holding weekly 
meetings for discussion, b> organising public lectures, and 
b) publishing leaflets on the \arious aspects of the housing 
problem, and the possibilities of meeting it by recourse to 
co-operation It also framed a set of model b)-laws for 
forming co-operative housing societies The Association 
nc\t approached the authorities to extend to such societies 
the various Linds of facilities which art gi\en to them in 
European Countries, but none were gi\cn except long-term 
loans 

The Saraswal Co-operative Housing Society — The first 
society formed was the Saraswat Co-operative Housing Soci- 
ct> of Bomba), which was based on the Co-partnership 
system, and registered as such in 1915 It erected three 
buildings b) the end of that vear, and two more in the fol- 
lowing year, on a plot of ground taken from the Bombay 
Improvement Trust on a lease of 999 )cars All the build- 
ings contain three store) s — a ground floor and two upper 
floors Each building in the first lot contains six tenements 
or flats, two on each floor, the three buildings together con- 
taining 18 flats Each building in the second lot contains 
four flats on each floor, the two buildings together having 
24 flats Each flat is self-contained The accommodation 
provided in each unit of the first lot of buildings, consists of 
two bed rooms, one living room, a kitchen, a verandah, a 
W C and a bath room , and that in each unit in the second 
lot is on the same lines, except that there is one bed room 
less One of the flats in the first lot is occupied by the 
Shamrao Vithal Co-operative Bank belonging to the same 
community, and another has been structurally altered to 
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form a meeting hall with a library and reading room, and 
is placed in charge of the Association of the Community 
Both these institutions pay rent like other 40 tenants All 
the buildings are fitted up with electric installation, and two 
outhouses are built for the accommodation of sen ants The 
cost of the whole property amounted to a little over a lakh 
and a half of rupees 

Capital of the Society — The capital is made up of shares 
of Rs 20 each, and debenture bonds, also of the same "value 
One-third of the total capital was contributed by members, 
the tenants in the first lot contributing Rs 1300 each, and 
m the second Rs 1000 each The total amount collected 
from them amounted to about Rs 48,000, the rest of the 
capital being made up by loans and deposits The maximum 
rate of dividend is fixed at 5 per cent , and the same rate is 
paid on loan bonds 

Working System — Rents arc fixed to cover all charges 
and expenses, which include the ground rent, taxes and 
rates, fire insurance, interest on capital including dividend, 
and annual contributions to two funds, one being the Sink- 
ing Fund and the other the Repairs Fund, and contingent 
charges including wages of servants for the up-keep of the 
garden and the buildings and the night-watchmen The 
monthly rent of the four room fiat including contingent 
charges varies from Rs 32 to 40 per month according to the 
floor, and that for the three room fiat from Rs 23 to 30 
The electric charges depend on consumption The interest 
and dividend due to the tenants on the capital paid by them 
was being credited to their accounts, and a small additional 
monthly levy was made, till the capital holding of each 
tenant amounted to two-thirds the value of the fiat occupied 
by him, so that the society may be independent of outside 
capital to that extent This process was completed by the 
end of the 13th year of the society, and thereafter the Society 
has been paving interest and dividend in cash to the mem- 
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bers The scale of rent is about 30 to 40 per cent lower 
than that prevailing in the locality, with the result that, 
there is a constant demand from new applicants to occupy 
a flat that may become vacant 
Sinking Fund and Repairs Fund — The Sinking Fund is 
intended to replace the capital spent on the construction of 
the buddings, and may be utilised in re-erecting them at 
the end of their natural life, calculating - this period at about 
80 years at the lowest About * per cent of the capital ex- 
penditure carried to this fund every year, with the accumu- 
lated interest thereon, would be sufficient to answer the 
purpose But the society carries nearly } per cent per 
annum, and adds to it the interest earned thereon The 
accumulated amount of the sinking fund at the end of the 
14th year aggregated to Rs 18,400 At this rate, in about 
30 years hence, it will equal the capital expenditure To the 
Repairs Fund a slightly higher amount, equal to Jths the 
capital expenditure, is carried All annual repairs as well 
as capital repairs are made from this fund, which has left 
a balance of Rs 7,000 at the end of the same period The 
total amount spent on all kinds of repairs in the past amount- 
ed to Rs 17,000, including renewal of electric fittings 
Government Loan to Housing Societies — The chief diffi- 
culties in the way of formation of housing societies are that 
they are unable to secure cheap capital on a long-term basis, 
and suitable plots of cheap land The Saraswat Housing 
Society was able to get over them because the Shamrao 
Vithal Co-operative Bank helped it with loans at 3 per cent , 
and also enabled its members to borrow from it the amount 
to be invested by them in the society After the society had 
obtained its land from the Improvement Trust, all the avail- 
able land in the Gamdevi estate was taken up by private 
parties Other societies that were being formed laboured 
under great difficulties, until Government came to their res- 
cue by the offer of loans The Bombay Co-operative Hous- 
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ing Association made representations to Government for the 
grant of cheap loans to housing societies, and also to induce 
and authorise Local authorities to acquire land, and place it 
at the disposal of such housing societies The first repre- 
sentation, though supported by the Local Government, was 
turned down by the Government of India The second, 
however, received favourable consideration Under Govern- 
ment of India Resolution No 14336 of 27th November 1917, 
the Local Government was authorised to advance loans to 
such societies at 6 per cent interest On further representa- 
tion the rate was reduced to 5* per cent The amount of 
loan that maj be advanced to a co-partnership society is 
three-fourths the paid-up capital for a period of 40 years, 
repayable half yearly by equated instalments In the case 
of societies of individual ownership, the loans were authoris- 
ed to be made to the extent of twice the capital invested by 
each member on land and buildings The maximum period 
is 20 years, and the repajment is also provided by half- 
yearly equated instalments The loan is to be paid to the 
society, which m its turn lends to members The loan to 
either kind of society is secured bj mortgage of the property, 
and is advanced by two instalments, on the production of 
certificates of the progress of building work, issued by the 
society’s Engineer, and verified by the Government Engi- 
neer 

Land Acquisition powet to Co-operative Societies — As 
regards the other facilities prayed for by the Housing Asso- 
ciation, all tthat the Goveihment did was to amend the Land 
Acquisition Met I of i884,\mabhng all co-operative societies, 
including th&se for housif\ to acquire land for purposes 
included m itAbusmess, (see Amending Act 17 of 1919) This 
concession waV already enjojed by joint-stock companies, 
and by the amending Act it has been extended to all societies 
registered undent the Co-operative Societies Act, and also 
those formed und\ r the Societies’ Registration Act of i860 
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But the procedure of acquisition, though suited to compan- 
ies, is slow and costly to co-operative societies Recently, 
the High Court of Bombay has held that the benefit of the 
Land Acquisition Act cannot be extended to societies regis- 
tered under the Bombay Co-operative Societies Act, unless 
the former Act is amended to that effect 

Progress of Housing Societies — The success of the Saras- 
wat Housing Society and the announcement of loan facilities 
by Government gave encouragement to others to form 
similar societies Two societies were registered in 1916, 
five in 1918, six in 1919, and thereafter societies sprang up 
not only in the Bombay City and its suburbs, but also in the 
districts Some of them did not start work At the end of 
March, 1930, there were in all 67 societies with a membership 
of 5847, and a total working capital of over Rs 93 lakhs, 
of which over 18 lakhs were formed of share capital, a lakh 
and a half of the reserve fund, and over 35 5 lakhs of the 
amount of loans advanced by Government, and the balance 
of nearly of Rs 38 lakhs consisted of deposits Of the 67 
societies, 23 are in the City of Bombay and its suburbs, 
19 in Ahmedabad, 9 in Karachi, and the rest in the other 
parts of the province The societies of the Co-partnership 
System have not found favour in the districts, while in the 
City of Bombay, societies of this type as well as of individual 
ownership are popular 

Tenant Ownership System — Even the societies of indivi- 
dual ownership type help their members to build houses m 
close proximity on the land acquired by the society The 
houses are not scattered, but are located in a compact area, 
a piece of land being set apart for playground and a com- 
mon hall All the societies are formed on communal basis 
It was, therefore, considered expedient that some restriction 
should be placed on the right of a member to alienate his 
property to any one he liked For this purpose the Tenant 
Ownership system was devised Under thjs scheme, the 
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society at the time of handing over the plot of land to each 
member convejs it by a lease, stipulating that in case of 
his intention to alienate it after or before erecting a building, 
the society shall have the first choice to take it over b) a 
right of preemption The lease also prohibits profiteering 
b> lading down certain stipulations, that m case a higher 
price be obtained from outsiders, the society shall be en 
titled to a share of the surplus The bv -laws published b) 
the Bombay Registrar of co-operative societies m Leaflet 
“U” have so modified the original ones as to suit this tjpe 
of society as also those suited for the co-partnership sjstem, 
some societies have combined in them both the individual 
and joint ownership svstem But a conflict often arises be- 
tween the two interests to the disadvantage of the latter 
Tenants’ Society — A variation that is possible in the 
above system is that a number of tenants may join together 
to take one or more buddings on hire from a landlord for 
a long term of >ears, for letting out the tenements to them- 
selves Such a society, though it would be free from the 
worries of erecting buildings and of collecting the large 
amount, will have to get together some capital equal to at 
least six months’ rent from each member for safeguarding 
its interest against defaults, and for making a deposit with 
the landlord amounting to at least two months’ rent in ad- 
vance The efforts made to start such societies m Bombay 
have failed chiefly on account of the unwillingness of land- 
lords to lease out property for a long term, thereby depriv- 
ing themselves of the chance of increasing the rent 

Rural House Reconstruction Societies — The disastrous 
floods of 1927 having swept away a number of villages m 
Gujerat and Sind, several housing societies under the name 
of Co-operative Reconstruction Societies were started in the 
villages of both the sub-provinces The scheme is based 
on the Tenant Ownership Sjstem, but terminating after 
a period of 15 to 25 years Government agreed to advance 



loans to the extent of 80 per cent of the society’s capital, 
but actually the limit did not exceed 60 to 70 per cent The 
rate of interest was fixed at 5 per cent , and the societies 
charged 6 per cent to members, retaining one per cent for 
working expenses No dividend is allowed to be paid on 
share capital, all the profits being required to be carried 
to the reserve which, on the dissolution of the society, is 
to be used for the common good of the members As the 
scheme was a temporary measure, devised for the relief of 
flooded areas, there is no chance of such societies being 
formed or helped similarly in future There are 25 such 
societies in Gujerat and the same number in Sind The 
model by-laws of such societies were published by the Regis- 
trar as Leaflet “U I” A few similar societies were also 
formed in Malabar in the Madras Presidencv 

Rural Housing Societies — Co-operative Housing Societ- 
ies In villages, other than those for the work of reconstruc- 
tion in devastated areas, have recently been formed in 
Dhanvar in two places The old village site having become 
overcrowded and insanitary, a new site is selected for shift- 
ing the village In the case of the Dambal Housing Society, 
the new village site has been given by Government, and its 
lav -out is made on approved lines, and houses will be well- 
lighted and ventilated Each house is estimated to cost 
about Rs 500 to 800, and three-fourths of the cost will be 
borrowed from Government 

Absence of Working Class Housing Societies — No co- 
operative housing societies are started among the working 
classes, either m Bombay or in other parts of the country 
This is in striking contrast to the conditions prevailing in 
England, where the co-operative housing movement had its 
origin among its working classes, as in the case of the Co- 
operative Store Movement The reason is not far to seek 
Great efforts were and are still being made in England 
and other European Countries since the beginning of the 
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Industrial Revolution for a systematic development of thrift 
among the working classes The Friendly Societies started 
for affording relief to workmen on death or during un- 
employment or sickness, and the co-operative store societies 
for doing away with the middle man shop-keeper, are all 
the results of those efforts Unfortunately, no effort for the 
encouragement of thrift has received any thought in the 
working class movements started in our country No bene- 
fit societies have jet been started in this country for the 
working classes, nor hav e the few store societies started for 
them have proved successful The housing societies requir- 
ing a much larger investment of capita) are, therefore, out 
of question for them Those that have been started are so 
far confined to the middle classes, such as clerks, pleaders, 
traders and the like, and are all on a communal basis We 
earnestly wish that the organisers of the labour movement 
in this country would stud} the various forms of thrift 
adopted among the working classes of Europe and America, 
and introduce similar measures among the working classes in 
this country, to enable them to undertake co-operative enter- 
prise for the improvement of their housing as well as other 
conditions of life 

Difficulties of Housing Societies — A housing society 
requires a far larger capital than any other tvpe of societv 
During the period of construction it has to invest capital 
without earning income, and at the same time, incur liability 
to pa} interest on borrowed capital In addition to this, 
the societies in Bombay undertook the work of construction 
during the War time when the cost of labour and materials 
had gone up abnormally high, and a couple of years after its 
cessation, i e when the societies had completed their build- 
ings, the cost again went down On all these grounds 
Government was approached to give relief by further reduc- 
ing the rate of interest on loans in the case of those who 
had so suffered, but all that Government did was to defer 
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the payment of interest accruing during the period of con- 
struction Another difficulty is tint, when agricultural land 
is converted into building land, Government, under Rule 56 
of the Land Revenue Code of Bombay , raises the rate of 
assessment to a much higher figure, which is again subject 
to fresh periodical revision as in the case of other land 
revenue The representations made to Government on these 
matters did not meet with a favourable response On the 
other hand, the housing societies receive no favourable treat- 
ment from Munieipahtics, in spite of the fact that the 
societies spend large amounts on development of land by 
constructing roads, and reduce the work of collection by 
paying the rates and taxes in lump for all the buildings under 
their charge Even in the case of societies which have made 
their own sanitary arrangements, and therefore receiving no 
service from the Municipality, the latter has refused to fore- 
go its pound of flesh in the shape of sanitary ecss All these 
hardships have considerably handicapped co-operative hous- 
ing enterprise, which, with a more sympathetic treatment, 
would have shown far better results 

Housing Societies in other Provinces — Housing societies 
began to be started in other provinces when Government 
began to advance loans to them as in Bomba) They are 
all of the t)pc of lending societies for individual ownership 
There arc at present in the Madras Presidency about 130 
societies with a share capital of 9 lakhs, and Government 
has lent to them about 20 lakhs at 6T per cent The loan 
to each member varies from Rs 5,000 to 6,250, he being 
required to contribute one-fifth the borrowed capital as 
shares In the rest of the provinces, the co-operative housing 
movement has just commenced to make its appearance, as 
will be seen from the small number of societies registered 
m them Burma 1, Ajmcre-Merwara 2, Bihar and Orissa 1, 
Central Provinces and Berar 2, United Provinces 6 (only 3 
of which have started work). All these societies are for 
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advancing long-term loans to members for house building 
purpose Among the Indian States, Mysore alone has 18 
“Housing Societies", but the}, too, merely advance loans 
Cochin has a College Co-operative Home to provide board 
ing and lodging to students 

Lahore Model 1 own — The most interesting experiment 
requiring some notice as being a bold measure, is the Lahore 
Model Town Societ} of the Punjab It has now 907 mem- 
bers, a working capital of 33 lakhs, 75 residential houses are 
finished or are under construction, 8 miles of metalled roads, 
a club house, a tube well, a regular motor service to and 
from Lahore , a school , and a dispensary , thus, it presents 
a remarkable achievement With the help of a cash credit 
from the Lahore Central Bank, it has paid to Government 
all that was due from it on account of the purchase price of 
the land, and m a \ery few months it has reduced the debt 
to that bank to a comparatively very small sum 

CHAPTER XVII 

CO-OPERATIVE MORTGAGE CREDIT IN GERMANY 

Nature of Co operative Mortgage Credit— Three types oj Banks— 
Mutual Banks or Landschaftcn — The first Landschafl — -Its sys 
tern— The procedure of Loans — Hour money ts raised — Valuation oj 
Land — Administration — Privileges to the Landschaft — Central 
Landschafl— Joint-Stock Land Banks— State Mortgage Banks— 
Land Improvement Banks — Saving Banks— Insurance Companies — 
Prussian Provincial Aid Banks — Rent Charge Banks 

Nature of Co-operative Mortgage Credit — Mortgage 
Credit must be understood to be that system of finance which 
is followed by special institutions, by particularly appro- 
priate methods, and not the mere lending of money on 
mortgage, as is done, not merely bv money-lenders, but also 
by jomt-stock banks, and even by the ordinary co-operative 
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credit societies In Germany, many credit societies, both 
of the Raiffeisen and Schulze-Dehtzsch tjpe, have been lend- 
ing on mortgage, using onlj the good lying monej for that 
purpose, but not for a long period Hie Casse Rurales of 
France have also been doing this business The Italian 
Peoples' Banks, however, do the business bv issuing long- 
term bonds for tint purpose In India, several credit so- 
cieties lend on mortgage But all this business is not the 
mortgage credit dealt with here 

Three types of Banks — Mortgage Credit Banks are of 
three kinds, (i) Mutual or Co-operative Banks, (2) Joint- 
stock Banks, and (3) State Banks Other agencies granting 
long-term loans also cvist 

Mutual Banks or Landschaftcn — The mutual land banks 
are typified bv the German Landschaften The} have neither 
share-capital nor dividends, the} accept no deposits, the 
liability is unlimited in the earlier banks, but limited in the 
latter ones, capital is raised by debentures, the members 
themselves carry on the whole administration, the profits 
go to the borrowers by the reduction of the cost of the loans, 
all loans are for long periods and arc repayable by half- 
yearly equated instalments, which include interest and a 
portion of the principal 

The First Landschaft — The first land mortgage bank or 
Landschaft was started in Germany in Silesia b} Frederick 
the Great in 1769 for the landholders of that province, with- 
out the aid of State money Two other such banks started 
later were helped bj State funds, but the Prussian constitu- 
tion of 1850 debarred the State from endowing similar 
institutions or guaranteeing their bonds The State, how- 
ever, granted several privileges to such banks 

Its system — In the Silesian Bank, every owner of land 
was compelled to join it, whether lie required a loan or not, 
and thus became a party to the general liability The habi* 
htj was unlimited, for the principle of limited liability was 
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introduced at a much later date, in 1889 The rule of even 
landowner joining the Bank was relaxed in the case of other 
banks, onlj those who borrow become members and 
liable A special reserve fund is instituted as an additional 
security 

The procedure of Loan — The whole procedure of the 
Landschaft has since been regularised Anj landowner of 
the class for which the society was created can claim a loan 
on the security of his land at any time The Bank values 
the land through its own valuers, and the loan is issued to 
the extent of two-thirds the valuation, in bonds generally, 
or in some cases in cash, as the case inaj be, the loan run- 
ning for a fixed number of jears, with liberty to paj off the 
loan or part of it at the choice of the borrower within that 
period He pays the sinking fund (about * per cent ), and 
interest at the same rate at which the bank pays it, \arjing 
from 3^ to 4* per cent , plus a small amount for manage- 
ment expenses and the reserve fund, all together not ex- 
ceeding half per cent All the cost of valuation and the 
commission have also to be paid by him, the amounts being 
reduced to as small a figure as possible 

How money is raised — To raise the monej required, the 
Landschaft issues bonds These bonds are redeemable by 
drawings, as the sinking fund money accumulates The 
bonds are issued in distinct series, each series being dealt 
with as a distinct issue, having its own management fund, 
reserve fund, and sinking fund The usual practice is to 
pay out the money to the borrower m bonds reckoning them 
at faccjrvalue Except in two cases, the Landschaften in Ger- 
many'have mo share-capital 

Valuation' of Land — The most important work of the 
Bank is the valuation of the properties on which advances 
are to be madi? Some of the Landschaften take the valua- 
tion made b) Government for land tax, for which there is 
an elaborate system in Germany But the others emplo) 
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their own valuers who have a direct interest in the result, 
and who will be held responsible for the conclusion at which 
they arrive They are landowners themselves m the Land- 
schaft, and such as can be trusted on the ground of their per- 
sonal standing and character They are elected for their 
competency The consideration they receive is expenses and 
a small honorarium per day The valuation includes all 
sources of income, such as standing timber, buildings, the 
latter being valued on the insurance basis The valuations 
of land are very carefully carried out, and limited to the 
actual business value of each property, and not the possible 
sale price Of the value thus ascertained, the bank advances 
one-half, with powers to extend the limit to two-thirds The 
owner of the property is free after a time to apply, on the 
same valuation, for a return of what he has paid, less inter- 
est and expenses Thus a loan may virtually be outstanding 
for any length of time After the loan is granted, the Bank 
watches that the conditions are carried out and the property 
is kept up to its valuation point 

Administration — The Landschaften of Germany are gov- 
erned by a Central Board, which includes one salaried 
permanent official who has passed the State examination 
qualifying for the office of a Judge This Board is subject 
to the control of a Committee or Council of Administration 
and of a general assembly, both being elective bodies 
Directors are also elected for the chief divisions of the areas 
of the Bank, and a further decentralisation is secured by 
District Committees All the officers render gratuitous 
service 

Privileges to the Landschaft — The bonds issued by the 
bank have the privilege of ranking as trustee investments 
The Landschaft enjoys fiscal exemptions and exemption from 
stamp duty Its officers rank as Officers of the Crown Ihey 
are entitled to call upon the public authorities to furnish 
any official information relating to persons or property. 

0 
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The documents of the Landschaft rank as public record It 
maj foreclose or appoint a receiver without the order of a 
Court The result is, that the bonds issued b) , the Land- 
schaft find a ready market, even at a low rate of interest, 
varjing from 4 to 4 1 per cent The sum invested in such 
securities amounts at present to about £ 100,000,000 to the 
great benefit of agriculture Though the bonds carrj no 
State security, the) have ruled steadier than Government 
securities 

Central Landschaft — 7 ' he re are now 23 Co-operative 
Landschaften in German) , 8 of them had joined together to 
form the Centra! landschaft, to provide a better marketable 
secuntv, and to support the weaker landschaften It is 
managed b) a Committee of the Presidents of the affiliated 
Banks Of the Banks which had originall) joined it, onlv 
4 remain within the union, being closel) grouped together 

Jomt-stock Land Banks — These banks need no descrip- 
tion The) relv mainlv on share capital and long-term 
deposits, and issue debentures if so authorised, for the Ger- 
man Law requires such an authoritv for their issue The) 
are associations of lenders, and not of borrowers, as in the 
case of Landschaften The) also require Government sanc- 
tion to be established The mortgage bonds are not 
secured upon specific propert), but are secured bv the total 
bulk of all the mortgages and other assets of the Bank 
The) deal in general with urban credit, such as houses, or 
large properties There are now 37 banks of this kind in 
Germany, lending monev on mortgage secuntv 

State Mortgage Ba 7 iks — There are 16 State Mortgage 
Banks in German), some of which have been established for 
the whole of a State, and some for a prov ince or an adminis- 
trative district within a Province The liabilities of such 
institutions are guaranteed bv the public authoritv — the 
State, Provincial or District concerned The) make loans 
to individual land owners on mortgage secuntv 
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Land Improvement Banks — There are also several land 
improvement banks in Germany started by Government The 
most important improvements in connection with the agri- 
cultural land are concerned with drainage, irrigation, the 
construction and maintenance of dykes, and the protection 
of river banks Credit for land improvement stands between 
personal and mortgage credit The business is conducted as 
m a mortgage bank 

Savings Banks — The Savings Banks are a class in them- 
selves Yet they play a very large part as mortgage banks 
m European countries In England, France and India, the 
Savings Banks invest their deposits in the State Treasury 
But in Germany, Austria, Italy and the United States of 
America, the Savings Banks have, within certain limits laid 
down by law, the free disposal of their funds, one of the 
permitted investments being first mortgages These banks 
invest enormous amounts in mortgages, and thus act in a 
way as Mortgage Banks As regards agricultural credit, 
especially mortgage credit, German Savings Banks are in- 
stitutions of vehy great importance Nearly three-fourths 
of the amount to the extent of ^370,000,000 are invested 
in mortgage credit There are no Post Office Savings 
Banks in Germany The Savings Banks in that countrv 
are public institutions established, supervised or managed 
by Government units of a commune, town or district, as the 
case may be, with numerous branches 

Insurance Companies — The Commercial Insurance Com- 
panies and also State Insurance Schemes similarly invest to 
the extent of three-fourths of their funds in first mortgages 
of land 

Both the Insurance Companies and the Savings Banks is- 
sue their loans in cash, as they have no power to issue bonds 
The periods of loans are shorter than those granted by Mort- 
gage Banks One disadvantage is that the loans granted 
by these two concerns are subject to the condition of being 

9 * 



132 


recalled on si\ month’s notice, though m actual practice, the 
condition is rarely enforced, as accommodation could be 
obtained from banks by transfer of mortgages Loans by 
Insurance Companies are generally of large amounts on 
estates or buildings which can easil) be valued, but Savings 
Banks grant even very small loans within the areas of their 
operation 

Prussian Provincial 4i d Batiks — The main function of 
these banks is to supply credit to bodies of a public or semi- 
public character — to communes, commercial groups, school 
and church organisations, and co-operati\e societies, espe- 
cially societies undertaking land improvement These banks 
are conducted as branches of the provincial Government 
administration 

Rent Charge Banks — 1 he function of these banks are — 
(x) to issue bonds on certain conditions to vendors upon the 
sale of their propertv for conversion into small holdings, and 
to be responsible for the annuities due m respect of the pur- 
chase of such holdings, (2) to grant loans for land settle- 
ment, either to pay off preliminary charges, etc , or for the 
erection of dwellings and farm buildings, and (3) to settle, 
by cash payments, with co-heirs to properties 
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CO»OPf K \7 I VI. \IORJt.\G! CRI Wt IN 07 JIFR 
IA ROPPAN COL NT KITS 

('><•> -IS.' jet r t t the it I'- if t 'her c n > (rti*»~ f/j’i vj i'f /! t 
Gars' Rant ef tfe'l-' *— Fra'nret rt the '•r'lj.i.iv I -fan? »r /lei 
<i ur-~CteJi' Fi'eutrr pi f r u re-~l eJera Tor > Gear- Svj'rrr 0/ 
'ci-rioi - * r ( 'teat e Ha It rr* Jafa> — Feaiar’ J-t d Ti<.it rf Tu 
n- — Slisf- 'fMjium cf fretari — Huil-’snt; St of f rr'ari ere 

!»oik — 1/*ricu ’'uro' Carl of — Defee't of ffir 

/Ijr-f —Joint (fori teprfydir T/eni of T i^Tf fronorr' /rt'u'rj of 
Ihr ( jrpSfcr tf Ptlfafe llartl > — O'/fi'j tf ffir 10 > i — T tinifj-— 
CteJt’ •<! Snail HeHen — Fdueat/i fee or 'rr 

Other Countries — Tin Institution of Lind Morttj.atje Ins 
radiated from Gtrmanv to other mmtrits, such ns Russia, 
Polnnd, \ustrn, Huntfirv, Denmark, Nonnv, Sweden, Bed- 
ftuim, Hollnnd, ItnH, nnd Pronee In sonic countries, the 
housi proprrlv is not included in the securitv, rts its value 
is not ice ur itch ,isr*e rt unable , and its life is not so ptrma- 
n< nt is that of land In Mimi countries, Government his 
Riven subventions, in sorm it Inwoven n ffti.innUt, in some 
both, ind in otlitrs, Gournnunt itsilf Ins stnrtid a State 
Hon! The nt un fenttiris of some of the Inn! s evil! be des- 
cribed below 

/ ratlin v of the L'itu! Haul of Holland — Ont important 
feature of the I tnd bank of Ilindlioven in South Holland is 
th it it nflilntes prmnrv credit socutus, and lends onlv to 
the members of the societies so afiihated Other pirsons 
in thoso localities who wish to borrow c in join tin societv, 
if thev are of good character Where no societv exists, 
the Manf v ill lend to nnv fntisf.actorj applicant 'I he soci- 
etv is not h ible for a loan made to one of its members if 
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the amount is within fifty per cent of the \alue of his pro- 
perty A loan can be made m excess of this proportion up to 
a maximum of 66 per cent , if the borrower gives other 
security , or induces his local society to stand surety for the 
extra amount The maximum term of the loan is 40 years, 
the borrowers receive their loans in cash, and the Bank 
itself places the bonds issued by it m the market The 
managing committee and the supervising committee are 
elected in General Meeting by the shareholding societies 
Inspection is carried on by the staff of the ordinary Central 
Bank which receives certain contribution from the mortgage 
bank 

Features of the Mortgage Loans in Belgium — In Louvain, 
the ordinary Central Bank itself issues the mortgage loans 
A member applying for such a loan must send in a statement 
of his position, his title to the property offered in mortgage, 
and the use to which he will apply the money This state- 
ment is checked and signed by the members of the Super- 
vising and Managing Committees of his society, and 
forwarded to the Central Bank with a valuation of the pro- 
perty The society recommending the loan will be liable for 
that loan The borrower must acknowledge the mortgagee’s 
right of summary execution in case of default The mort- 
gagor’s title must be attested by a lawyer after examining 
the Public Records The term of the loan is 20 years, and 
funds for this purpose are raised by long-term deposits of 
about 10 years for which bonds are issued Direct loans 
are made if there is no local society which an applicant can 
join, but a higher rate of interest of one fourth per cent 
would be charged over the usual 5* per cent charged to 
members of a society The reason why the mortgage credit 
is based on the credit society in Holland and Belgium is that 
the Credit Societies were already widely spread over the 
country when the co-operative mortgage was first under- 
taken, whereas in Germany and Scandinavia, the credit 
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C r t i< t f r>rMt r Ponte . — Fin Cred't Po-vier of r r ino 
is n uinlmumi t«f jom’-stock ami Stitt Bard Though of 
pm ite fo'md.U'nn, it ovv »-* i.s orij in to a spoon? taw, is 
specn’lv privileged, nit! is qu«tts public- m its m mage nit nt , 
tin Gov* rnor im! sn.m of tin* Dins ors ,nr< appointed h, ’'u 
htatc I? t* !? nd It"*' the prmltyn ot ‘'purge" ag uns’ un- 
kruiv* n • ! urns Jr h»» i ot totelud tlu p< asintry proper, is 
it dells v it!» urban projvrtj and ! ergo*- muidle cliss estates 
Jht B m? is -riot ttithnrisod to !• nd *u mu i>np tlitn-s, svndi- 
cai isson mtm> for lint! <Jrv< lopm nt, hospitals, puhhr* esta- 
blishments -me! on d-itnagi p r ojWs, am! to issue bonels 
id >1 uj tins* tm >t loans 

lidftr.i I firm Loin t»f liinrico — This system of 

hnd nmrimci was introduced in the Unittd State of 
Gnerict in tejrb nftt r a rnrtful studs of all tin* system 
operrt’mg in Peirope 7 hourh it s<suriscIos< (»ovtrnrm nt 
stipe rviston, it is founded on a ro-ope-ativi Insis It con- 
femphte** a graefual d< volution of nian ige int nt and control 
from tiu* Government to the representatives of the borrow- 
ers, as the stock eapital provided bv the Government is 
substituted bv th u subscrib’d bv tlu borrov « rs themselves 
Evirj farmer who borrows ha* to subscribe an amount equal 
to ^ per <e nt of bis loan to tlu stex 1 of the local Harm Loan 
Woeiation, which in its turn subscribes in equil amount of 
stock in tlu Land Hank i he \ssoci itions ari allowed to 
issue bonds up to so times their capital anel the reserve The 
Hank is habb for tlu obligations of the \ssocntions in pro- 
portion to the amount of its resources I hough persons 
otlu r than borrowers e an bold the stock of the \esociaiion, 
onlv borrowing sto< k-holders can vote in tlu nuetmgs Tlu* 
stoi k In Id b} tin Govt rnmc*nt is not entitle d to divide nd 
Ibe Bank supplies long-term credit facilities, the loan being 
made to individual farmers through the loci! Hsociations of 



the borrowers, winch indorses the mortfj srcuritv All 
the members contribute tow trek the ixptnsis of the Aes<> 
coition in proportion to their borrowing-, the contributions 
amounting to about i pir rtnt of the loin The \rt pri>- 
\ides tint tin rite of interest on loins cannot isietd tin riti 
of interest on the bonds In more tb in J per eent , ind in no 
event it should e xceed 6 per rent Loins ire given for n 
period of to veirs, is the !>e>rrouers m tv choose* He 
Ins iko the option to pie eifT Ills entire lo in or pirt of it 
ifter the first <; vears Plus secures him the idvintnge of 
pumj; off Ins mortgage ind borrowing again, if the rite of 
interest Ins fillcn in the memtinu The amortization instil- 
ments ire b ised on schedules prtpired for nrunf periods 
The binks cm give loins onh on tlie first mortgage oi 
line!, ind onb to its owner eir to one ibout to become* m 
owner, ind onh if he is enpiped in ictuil cultivation ko 
loins cm be pnen to punrdnns, executors, idmmistrntors 
or trustees The loins ire pi\cn to provide for the purchise 
of land of ipriculturil value, for the purchase of equipment, 
fertilisers, ind Ine-ste>ck neetssm for the firm, to e'fcct 
buildinps or for tlie pemril improvement of the firm linds, 
or to hquiditc tlie old debts of the owner of the firm But 
i farm, on the sccurilv of which a loin is given, must be 
sufficient!) hrpe to ) icld, it the hands of in avenge firmei 
using avenge methods, in income sufficient to support the 
fimih of the borrower, ind to meet the interest ind the im- 
ortization pa)ment Loins ire given up to hilf the estimit- 
cd value of the line! mortgaged, plus so per cent of the per- 
manent insured improvements on the land The value of the 
lind for agricultural purposes alone is taken into considera- 
tion in makinb the loan \\ hen the value is settled ind the 
loin sinctionetl, the applicant is required to furnish abstract 
of title which us examined bj the legal department of the 
bank For the expenses of v iluation ind examination of 
the title, the banks charge reasonable fees not exceeding 
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actual cost Each bank is required by the Act to carry 25 
per cent of its net earnings to a reserve fund, and each Farm 
Loan Association 10 per cent , as an additional security 
against the bonds in circulation The rest is distributed as 
dividend to the shareholders in proportion to their stock- 
holding, or in other words, m proportion to the amount of 
their borrowings 

Mortgage Banks m Japan — In Japan, there is an efficient 
svstem of land credit Long-term agricultural financing is 
entrusted to a special Bank, known as the Hypothec Bank 
of Japan (Nippon Kwangyo Gmko), which was founded m 
1895 with an authorised capital of Yen 94,000,000, and it 
has a paid-up capital of Yen 69,876,000 It was modelled 
on the Credit Foncier of France, and its sole business is to 
make long-term loans redeemable during fiftv vears on 
security of immovable property Without security it can 
lend to the co-operative societies and public authorities It 
can raise additional capital by floating debentures Both the 
President and the Vice-President are appointed by the Gov- 
ernment from among the directors, and the Minister of 
Finance has a general control over the affairs of the Bank 
He has the power to fK maximum rates of interest Agri- 
cultural and industrial banks were established in each pre- 
fecture between the y ears 1897 to 1900 Part of the capital 
was subscribed bj the shareholders, and the remainder was 
paid by the prefectural authorities They were solely meant 
to act as the local advisers of the Hypothec Bank Like it 
they float debentures, but they are essentially miniature 
banks drawing funds from the Hypothec Bank In 1921, 
several of these were amalgamated and were treated as mere 
branches of the Hypothec Bank 

The Peasant Land Bank of Russia — The Russian Peas- 
ants’ Land Bank established by Government in 1883 is 
another instance of State Bank It deals with the peasants 
through “Mirs or Communes” Its loans, as distinguished 
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from those of the Credit Foncier of France, are small and 
do not exceed 125 roubles each The Bank is, however, 
narrowing its operations owing to the growing inability of 
the peasantry to repay the loans 

State Socialism of Ireland — In Ireland, the principle of 
State Socialism was used, instead of a mortgage bank, 
government itself buying over the property from large hold- 
ers under the powers given by the Land Purchase Act, and 
parcelling it among the peasantry on condition of repaying 
the price with interest by instalments, the State becoming 
the sole mortgagee About three-fourths of the property has 
thus been taken over by the State 

Building Societies of England and America — The Build- 
ing Societies of England and America are the real credit 
institutions of the urban poorer classes, enabling them to 
•own houses In America, such societies are called Co- 
operative Banks, as the\ make loans also for general pur- 
poses on mortgage security The shares in both countries 
are subscribed only by members and by small monthly subs- 
criptions They have proved to be admirable instruments of 
thrift, since the rules of the society compel regular and 
habitual subscriptions of fixed amount, whereas in the Sav- 
ings Bank the amount and period of payments are wholly 
•optional 

Agricultural Bank of Egypt — The Agricultural Bank of 
Egypt may also be noticed here, as it is frequently referred 
to in India m connection with the provision of agricultural 
credit of our peasantry It is of the nature of a mortgage 
bank and was founded m 1902 by a joint-stock company with 
■special concessions granted by Government The shares 
were subscribed by the National Bank of Egypt and a few 
financiers The concessions provided, that advances (known 
as A class Loans) up to £20 each' for a period not exceeding 
15 months should be made to small farmers without mort- 
gage security, and advances (known as B class Loans) not 
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exceeding ^300 each for not more than 5} y ears should be 
made to small farmers against a first mortgage to the extent 
of half the value of the property This period was later 
raised to 20 years and the amount to ^1,000 The rate of 
interest was 9 per cent Recoveries were to be made by 
village officers of Government Only principal and interest 
actually recovered was to be taken to credit in the Profit- 
and-Loss Account, unrecovered interest being ignored, and 
overdue principal being deducted as a temporarv bad debt 
The Egyptian Government undertook to advance to the Bank 
in any year such sum as might be necessary', after meeting 
all present claims and exhausting the Reserve Fund, to 
make up a profit of 3 per cent on capital invested in loans, 
as a temporary loan without interest, the Government also 
guaranteed interest at 3^ per cent on ^4^ millions of Bonds 
issued by the Bank The cultivators, however, in many 
cases misapplied the borrowed mono to unproductive pur- 
poses, such as ceremonials, domestic joys, and litigation 
often arising from boundary* disputes Overdue arrears 
began to rise from year to year Foreclosures and sales on 
a large scale followed with the help of local Magistrates 
In addition to land sold through the Courts, the Bank itself 
has been accumulating thousands of acres of unsold land on 
its hand The Bank later on curtailed its loans to cultivat- 
ors, except to large holders, but advanced loans to co- 
operativ e societies, to unregistered groups of cultivators, and 
to the jomt-stock mortgage companies of Egypt The Bank 
pays dividend at n to 13 per cent on its ordinary shares, 
and 20 to 40 per cent, on deferred shares, vhich arc, how- 
ever, small in number The Bank has six branches 

Defects of the Egyptian Bank — The Bank is composed of 
the lenders and not of the borrowers, and is not co-operative 
as is the case with the Landschaften of Germany The-e arc 
no limitations on dividend The resewes of the Bank which 
amount to £ 2,000,000 will go to the benefit of the share- 
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holders, and not of the borrowers Moreo\ er, there is no 
supervision on the application of the borrowed amount, such 
supervision, however, can only be successful exercised if 
it is taken up by the representatives of the borrowers them- 
selves as in Germanv The period of the loan was too short 
but later it was raised to 20 v ears In Germanv , the period 
is very long, and so long the borrower goes on paving his 
annual dues, the loan will not be recalled Though a large 
number of peasants m Egvpt redeemed their old debts bv 
borrowing from the Bank at a lower rate of interest, the 
effect was transient, because they did not exert themselves to 
live within their income thereafter The illiteracy of the 
peasantry was a contnbutorv cause to the failure of the well 
intentioned efforts of the bank and of its sponsors 

Joint-stock Mortgage Banks of Egypt — There are also 
commercial mortgage banks in Egvpt, the chief of them 
being the Credit Foncier Egyptien, the Land Bank of Egypt, 
and the Mortgage Company of Egvpt The) are all joint- 
stock banks managed bv skilful administrators The) , 
therefore, do not require to be further considered 

GENERAL FEATURES 
OF THE EUROPEAN MORTGAGE BANKS 

Objects of the Loans — The Co-operative Mortgage Bank 
on the one hand, offers secuntv and solv encv to the investing 
public, and on the other, gives ultimate benefit to the bor- 
rowing member To achieve these purposes, the object for 
which monev is lent to the borrower must be (a) the deve- 
lopment and improvement of his land and other property , 
(b) the ordinary working capital of his agricultural business 
requiring large amounts, (c) the repayment of old debts 
If the loan be used for extravagant and unproductive use, 
as m the case of many borrowers of the Egyptian Bank, the 
very object will be frustrated 

Funds — The funds of the Bank are drawn in varying pro- 
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portion from (a) shares or contributions to a common 
foundation fund, these may be provided by either Govern- 
ment or the borrowers, (b) debentures or mortgage bonds 
taken up by the public, payable to bearer, (c) deposits of 
long-term of ten or more years, these may also be covered 
by non-transferable bonds, (d) loans from other banks for 
accommodation, (e) accumulated reserves The material 
security for the advances given by the Bank is the land of 
the borrowers taken in mortgage 

Credit to Small Holders — The mortgage bank is open to 
tile objection that its operations are confined to large land- 
owners, leaving the peasantry holding small lots unprovided 
for The evpenses of valuation and other formalities would 
be too big an amount for the small amounts required by 
them No doubt, the small holder is really more important 
to the State than the big one His requirements can, how- 
ever, be met from the ordinary credit society The German 
Land Banks originally served onlj the big landholders But 
the later banks devoted attention to small proprietors 
Government also insisted, while registering new banks, that 
a certain portion of the funds should be lent to small holders 
and peasants 

Educated Peasantry — One important feature, which needs 
emphasis, as it is often ignored by those who imitate Euro- 
pean co-operative sv stems, whether relating to land mort- 
gage or others, is the spread of general education among the 
people in towns or villages This factor alone, more than 
any other, has brought success to European Co-operation 
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CHAPTER XIX 

CO-OPFRA I JV H MOUTC.AOi: CRFDII IN INDIA 

J ntlni fjit r dr r’ofmrn (i in ihr One Pro mi <*« > — Ti art 

itt Purnut —t\ nrt ni 1 » s nt d Aftt ft Mir tin j — MORI C! ifif 

;MNi\S 77/ f PI \ J\n Svstrnt of t otl—Unrl if- to 

Position of Credit \ocutt* t — dOhTG\(*t UWL** IS \t \fi 
H I S of i or l Position of tie Rural ( redtt ^onrt\ — The 

( n trot Mart^a^r Pant of Madras — MOhTltlGh / I N h << /N 
/JOU/UI — The fhnr Paits — Suf«*w of I oons~~ C rntta* ! prx 
Han) nt ir i — < institution and a orU of Or lord Mortfi i^e 
Pant -^Position of the I Meat ( redit Society — Par foies of thi 
Loot s—MORTGWF rt1\AS IS THI \1\sOhI ST 1 77 —7 In 
Contra} Paul — Its. wend mhtf and Caft'al —Arm*, and short^linn 
Ijoans—Gtr'rrnmrnt cotters units 

Earlier Projects — l he idea of forming Imd mortgage 
banks in Indn is even interior to tin introduction of the 
ordinary co-opirntivc credit movement In 188-5 Sir William 
Wedderburn, in coll iboratton with Mr M G Ranadi, had 
formulated a scheme of a State Bank for the District of 
Poon 1 in the Bombav Prtsidenev for redtcming the mort- 
gage debts of the agriculturists, but it was turned down bv 
the Sccrctarv of State In 1894 the Government of Madras 
had deputed Sir Frederick Nicholson to Luropc to studv the 
possibilities of introducing Agricultural L md Banks in that 
Presidenev His two reports contain a survev of all forms 
of co-operation in European countries with special reference 
to land banks His suggestions did not materialise, except 
that the) led lndirectlv to the introduction of the Co-operat- 
ive Societies’ Act of 1904 Later projects of mortgage 
credit made in Madras in 1905 and in the Punjab in 1907 
fell through as premature in view of the then recent intro- 
duction of the co-operalwc societies’ Act 
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Later Developments m the three Provinces — The need 
was again felt by co-operators themselves for the treatment 
of the problem of long credit on a co-operatne basis The- 
scheme of co-operative mortgage credit was taken up in the- 
Punjab, and the first mortgage bank was organised in 1924, 
and 11 more by 1929 Madras followed suit in 1925, and a 
number of mortgage banks were started, and even a Central 
Mortgage Bank has been organised m 1929 Bombay came 
on the field m 1929 with three mortgage banks The details 
of the work in these three provinces will be described later 
on 

Work m Burma — In Burma too, the proposal was taken 
up m 1905, but it took some shape in 1922, when two 
societies of unlimited liability on a land mortgage basis were 
formed for small areas They collected about half a lakh 
of capital and began advancing loans to members In 1927, 
a Bill was drafted known as “Burma National Mortgage 
Bill” for providing the grant of financial and other facilities 
to the Banks The Bill, however, was dropped, and the pro- 
ject made no further progress The two societies are no 
longer in a position to develop their work There is, how- 
ever, a joint-stock bank in the Province known as Dawson’s 
Bank, Ltd which, besides its own ordinarj banking work, 
has been doing considerable land mortgage business in 
Lower Burma 

Work m Assam and Aimcr-Mciwara — Assam began land 
mortgage work since 1926, when it established two mort- 
gage banks, and a third has been started in 1929 Of these, 
the older bank at Kamrup has collected share-capital of 
Rs 40,000, deposits from members and non-members of 
Rs 23,000 and 26,000 respective!), and has received a 
Government loan of Rs 30,000 The other bank at Sylliet 
has made a good start by collecting paid-up capital of Rs 
12,000, deposits aggregating Rs 30,000, and expects to 
receive a Government loan 
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In Ajmer-Merwara the mortgage banking work is being 
done on cautious lines on a small scale The first bank was 
registered m 1925 and 12 more by 1929 The total working 
capital of all these is however Rs 57,000 only, of which 
Rs 51,000 were borrowed from the Central Banks 

Other provinces are watching these experiments with keen 
interest to shape their own projects No Mortgage Banks 
ha\ e yet been started in the Indian States except m Mysore, 
where work on a large scale is contemplated, and will be 
described in some detail later on 

THE MORTGAGE BANKS IN THE PUNJAB 
System of Work — In the Punjab, the Jhang Co-operative 
Bank, unlimited, was registered in 1924, being the first insti- 
tution of its type in India Other banks have since been 
formed, ar.d-b, the end of 1929 there were 12 banks working 
in the province The Jhang Bank was formed for the whole 
district, and was based on unlimited liability Later banks 
operate m a single taluka or tahshil, and are of limited 
liability, the liability in most cases being limited to twice 
the value of the shares held Anv agriculturist of good 
character owning land within the area of its operation may 
become a member, taking one share of Rs lof- per exerv 
Rs 500/- which he wishes to borrow, that is in the propor- 
tion of 1 to 50 No dividend is paid on shares Loans are 
granted for not more than 10 years, though a maximum 
period of 20 years is allowable Longer periods in the case 
of illiterate cultivators are not considered to be safe The 
rate of interest is 9 per cent per annum The amount of 
loan may not Exceed 15 times the estimated net profits of 
the mortgaged feroperty, but now it is limited to 30 times 
the land revenues or 7 to 8 times the net income The bor- 
rower has to givetin mortgage the whole of his land, or such 
an area as will produce three times the largest instalment 
of principal and interest that he may have to pay, whichever 
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is less He has also to produce two sureties, who are some- 
times required to mortgage their land to the bank as addi- 
tional security Loans are made for a stated purpose, the 
bank reserving the right to recall the full amount if the 
money is misapplied In case of default, the bank has the 
power to take possession of the mortgaged property for a 
period of 20 years, and can also proceed against the sureties 
Debentures are not issued by the banks, as thev derive capi- 
tal from Government and Co-operative Institutions The busi- 
ness of each bank is managed by an elected committee with 
one official member nominated by Government 

Work up to ig2g — The 12 banks of the Punjab had m 
1929 a working capital of Rs 22 86 lakhs, of which 14 42 
lakhs were advanced by Government, mainly through the 
Provincial Bank out of the sanctioned debenture loans of 
20 lakhs, 1 65 lakhs by the Punjab Co-operative Union, re- 
presenting the reserve funds of liquidated societies, the 
remainder -was made up of shares, reserve funds and profits, 
the last mentioned being not distributed as dividend Go\- 
ernment charged 5J, and the Provincial Bank 6* per cent 
interest The Government rate has now been raised to 6 per 
cent There were 5648 members, including 196 village credit 
societies 375 loans were issued in 1929, totalling about 
Rs 6 66 lakhs, of these 218 were for payment of old debts, 
143 for redemption of land, 16 for land improvement Pur- 
chase of land is now entirely excluded The amount of each 
loan ranged from Rs 595 to 3218 Though Rs 10,000 was 
at one time the maximum allowed, it is now brought down to 
Rs 5,000, so that small holders may not be excluded Some 
banks also fix a minimum, so that, if a borrower wants a 
loan below that amount, he must go to a credit society No 
Mortgage Bank has defaulted in repaying its instalments to 
its financial institution But out of 1402 borrowers, 395 or 
28 per cent defaulted last jear, mainly due to failure of 
crops The defaults are somewhat higher than m the pre- 
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vious year In view of these defaults, loans to directors are 
proposed to be advanced with man}' safeguards 

Position of Credit Societies — In the Punjab, when ad- 
vancing loans to a member of a rural credit societ} , the latter 
was not merely consulted, but was required to undertake a 
portion of the liability of the mortgage debt, and to become 
a member of the mortgage bank by taking one or more 
shares In view of the distinct scope of the two banking 
societies, the question of the rural society undertaking such 
liability was considered m a conference of the Mortgage 
Banks, and the practice has now been abandoned But the 
society will be informed if a loan be issued to one of its 
members by the mortgage bank, and the member will be 
required to file a copy of his three years’ ledger account with 
the society In the case of some mortgage banks, the bor- 
rower is required to sell his produce through the co-operative 
commission shop, if one exists in the area 

MORTGAGE BANKS IN THE MADRAS PRESIDENCY 
System of Work — The Mortgage Banks in the Madras 
Presidency are of limited liability, and the first bank was 
registered in 1925 Out of the 21 banks registered up to 
1929, only 8 are working, the rest could not commence work 
being unable to float the debenture capital The debentures 
issued are of different denominations, from Rs 50 to Rs 
1,000, and have a floating charge on the mortgages Each 
Bank is empowered to float its own debentures, Government 
undertaking to purchase them to the extent taken by the 
public, subject to a maximum of Rs 50,000 for each bank, 
and Rs 2 lakhs for the whole presidency Interest at the 
rate of 6J per cent is pa} able on the debentures purchased 
by Government, and 7 per cent on those purchased b} the 
public. Each bank operates within the area of a Taluka 
Its shares are of the value of Rs 10 each Mortgage loans 
are issued to individual borrowers up to a period of 20 years 
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credit society, but who obtain loans from the mortgage 
bank 

The Central Mortgage Bank of Madras — A Central Mort- 
gage Bank has recently been established, and was registered 
in December 1929, with a share capital of Rs ten lakhs 
The primary mortgage banks will cease to issue debentures, 
and the Central Bank will alone issue them to the extent of 
25 times its paid-up share capital and the reserve fund 
Government has guaranteed the payment of interest on them 
for the full period of their term of 25 years on the total 
value of debentures issued within the first five years, up to 
an aggregate value of 50 lakhs Government, however, has 
declined to purchase any debentures issued by the Central 
Bank The debenture holders will have a floating charge on 
the mortgages of all the Primary Banks The Central Bank 
will advance loans to primary banks at 7 per cent per an- 
num, and the latter will lend to individuals at 9 per cent 
The shares of the Central Bank are of the value of Rs 100 
each, and can be held by the primary' banks as also by indi- 
viduals No limit is laid on the shareholding of the former, 
while in the case of individuals, it is fixed at Rs 10,000, with 
the restriction that the} will not be eligible to borrow from 
the bank The limit of the individual shareholding appears 
to be high, in view of the fact that each shareholder is en- 
titled to one vote for ever} share It is proposed to limit 
the power of voting by amending the present rule Mean- 
while the bank does not allot more than 5 to 10 shares to a 
member Dividend on share capital is limited to 7 per cent , 
but deferred payment is allowed A Primary Bank is en- 
titled to borrow from the Central Bank m the proportion of 
25 times its shareholding in the Central 

MORTGAGE BANKS IN THE BOMBAY PRESIDENCY 
The Three Banks — In the Bombay' Presidency, Land Mort- 
gage Banks were introduced m the year 1929 Three banks 
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of limited liability are registered, one each for the districts 
of Dharwar and Broach, and the third for the Pachora 
1 aluha m East-Khandesh A. 1 I the three areas are co- 
operatively well developed in the credit line The capital 
of the three banks is provided bv the Provincial Co-operative 
Bank out of its debenture capital, Government have pur- 
chased for that purpose its 4 per cent debentures of 41 
years’ term at 88 per cent to the extent of two lakhs, the 
rate of interest payable to Government works out at a little 
over 4I per cent Government also appointed, for a period 
of one year only, which has since expired, three landvaluers, 
placing them at the disposal of the three Banks, and under- 
took to bear their travelling allowance The title to the 
land is examined and certified by a local pleader, appointed 
m diflcrent Talukas, receiving a fixed fee of Rs 5 for each 
case to be paid by the borrower Government have also pro- 
mised to purchase further debentures worth three lakhs 
System of Loans — On receipt of the application for a loan, 
the Secretary' of the mortgage bank enquires regarding the 
solvency of the borrower, the details of his debts, his income 
and expenditure The value of the property is ascertained 
by the Landvaluing Officer, and the title to the land by r a 
local pleader The valuation is made on the basis of the 
previous sales effected in the locality, on the Government 
assessment and on the income per acre Loan applications 
when sanctioned by the banks are forwarded to the Provin- 
cial Bank for final approval Borrowers have to purchase 
shares of the bank in proportion of 1 to 20 of the amount of 
loan required, the maximum is fixed at Rs 10,000, and ad- 
vances are made to the extent of a maximum of half the 
value of the land No minimum limit is laid on loans, but 
small amounts under Rs 750 are advanced only under special 
circumstances The rate of interest is fixed at 7 per cent per 
annum, and the period of repayment is from 10 to 20 years, 
and in special cases, it may be raised to 30 years, which 
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is the maximum period Repayment is by annual equated 
instalments The total loans sanctioned up to end of March 
1930 amounted to about Rs 1,35,000 The loan is advanced 
on the first mortgage of property, the mortgage is to be with 
possession, the property being let back to the borrower 
during the term of the mortgage on condition of his paying 
to Go\ crnment revenue and cess thereon, and to the Bank 
an annual rent equal to the annual instalment in respect of 
the loan 

Central Apex Bank m view — The idea of placing all the 
mortgage banks under a Central or Apex Land Mortgage 
Bank is kept in new The work is placed in charge of the 
Provincial Bank as a temporary measure, and is looked after 
by a Sub-Committee of 4 members of the Bank’s Board of 
Directors, and is in charge of a senior Inspector of the Bank 
The share money of the mortgage banks as it is received, is 
deposited in the Provincial Bank at 5 per cent interest to be 
transferred later to the Central Mortgage Bank 

Constitution and TForfc of the Local Mortgage Bank — 
The local bank is managed by a committee or board consist- 
ing of not less than 7 members, of whom one is nominated 
by the Registrar, one by the Provincial (later by the Cen- 
tral) Bank, and one will be the representative of the deben- 
ture holders residing within the area of the bank, (when the 
debentures are held b\ the public), the rest being elected by 
the general meeting of the bank The bank cannot issue 
any debentures, nor can it receive any deposits 

Position of the Local Credit Societ\ — If the borrower is 
a member of a local credit society, the latter is consulted, 
but it takes no responsibility in respect of the mortgage 
loan There is no distinction between the rate of interest on 
loans advanced to members of a credit society, and to out- 
siders A member of a credit society borrowing from the 
mortgage bank has to look to his society for finance for his 
current needs, for, the former undertakes to grant no further 
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credit after the advance of the mortgage loan This being 
the case, it is hoped that a policy would be adopted to pa) 
oft all the loans of the borrowers due to the credit society, 
so that the> maj have a start of better credit with it 
Purposes o] the Loans — I he three purposes for which 
loans are advanced arc (i) pa>mcnt of old debts, (2) land 
improvement, and (3) purchase of land under certain restric- 
tions, viz , that such purchase will be of economical benefit 
to the borrower, or the land is required for bringing it under 
cultivation, or is calculated to lead to more profitable cultiva- 
tion of the cNisting land Most of the loans arc advanced 
for the first purpose, a few for the second, and a verv small 
number for the third 

WORK IN THE MYSORE STATE 
flic Central Bank — The Mysore State has started with 
the Central Mortgage Bank which has been registered in 
1929 This bank will finance four local Mortgage Banks 
with a Taluka as the area of operation, and it is also em- 
powered to make loans direct to members 1 hese four local 
banks arc soon proposed to be started to begin work 

Its Membership and Capital — The membership of the 
central is open to societies as well as to individuals, whether 
they be agriculturists or not Its shares are of the value 
of Rs 50 Every applicant has to pay an entrance fee of 
Re 1, and share fee As 4 per share The bank is authoris- 
ed to issue debentures up to Rs 20 lakhs, and is also 
authorised to receive deposits for periods of not less than 
two years Dividends on shares are limited to 5 per cent 
Long and Short-Term Loans — The bank will grant long- 
term loans for (1) Redemption of subsisting mortgages, or 
(11) liquidating prior debts, or (111) improvement of agricul- 
tural land It will also grant short-term loans for (1) the 
better cultivation of land, or (11) current agricultural opera- 
tions These short-term loans and long-term loans of class 
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(m) will be made only to those who hate taken long-term 
loan of class (1) and (n) Long-term loans are not to ex- 
ceed 50 per cent of the value of the property mortgaged, and 
are to be repayable in not less than 25 and not more than 30 
annual equated instalments Loans may be granted to bor- 
rowers direct, or through the local Land Mortgage Bank 
The maximum and minimum limits of loans to individual 
borrowers through a society will be Rs 5,000 and Rs 500 
respective!}’, and in the case of individuals borrowing direct 
Rs 5,000 and Rs 2,000 respectively The rate of interest 
on long-term loans, it is proposed, shall not exceed 8 per 
cent , and that on short-term loans 9 per cent 

Government Concessions — The Government of Mysore 
have sanctioned the following assistance to the Bank (1) 
Guarantee to debenture holders for the repayment of the 
principal at maturity and the payment of interest at 5 per 
cent free of income tax, this guarantee is limited to 10 
lakhs (2) To purchase, if necessary, debentures up to 
Rs 5 lakhs, of an amount equivalent to the amount raised 
from the public (3) To meet the working expenses of the 
Bank by a grant of Rs 15,000 m the first year, and 2/ 3rds 
up to 10,000 in the second (4) To lend the services of its 
officers to serve as Secretary and Valuers (5) To authorise 
Government treasuries to receive payments on shares of the 
Bank 
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v'* CHAPTER XX 

PROBLEMS OP LAND MORTG \GE BANKS 

Area of Operation — Sharer hero far necessary — Deposits — Debe n- 
tnres as thr source of capital — Central Mortgage Dank — Fxpetnes — 
Should loans be in cash or by debentures — ,1 mount of Loan — Repos- 
ing Capacity — Period of Repayment — Rate of Interest — Purposes of 
Loans — (i) Redemption of Old Debts (b) Purchase of Land (c) 
Imprcr-cment of ljtnd — Misapplication of I oan — Relations until 
Credit Society — Illiteracy and Ignorance — I imitations of Mortgage 
haul > 

On the basis of foreign experience, it is difficult to lay 
dov n n definite policy for the conduct of land mortgage 
banks in India, as the conditions differ matcnallv from those 
obtaining in European Countries, and the scheme where it 
is introduced is still in an experimental stage The main 
points that present themscKes for consideration arc the 
following, and the views expressed on the subject must be 
taken as tentative 

Area of operation — The area of operation of the mortgage 
bank must be small, a laluka or Mahal would be a con- 
venient area If loans be issued through the existing credit 
societies, then a District would not be too large an area But 
so long as the policy regarding the relations between mort- 
gage bank and such societies is not clearly defined, it would 
not be expedient to have a large area On the other hand, 
if a single Taluka is not likely to give sufficient business, 
the bank will have to extend its operations to two or more 
adjacent 1 alukas 

Shares how far necessary — Shares are not essential as is 
shown by the Landschaftcn of Germany The reason why 
they are introduced in the landbanks m this country, is partly 
to afford additional security for debentures, and partly for 
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getting read\ capital for working expenses In the absence 
of shares, working expenses ma> either be provided bi 
Government, or a small lev} ma\ be made on the borrowers 
At anj rate, the issue of shares should be confined to bor- 
rowing members onh In the case of priman mortgage 
banks so far started, shares are issued onh to the borrowing 
members Onl} two Central Mortgage Banks have }et 
been started, one in Madras and the other in M}sore, and 
both allow indixiduals to hold shares, on the ground of en- 
abling the banks to collect share capital earl} Whatever 
be the ground, the fact remains that share capital involves 
pa}ment of dividend, which when paid to outsiders means 
additional cost to borrowers, unless the rate be limited to 5 
to 6 per cent. In the Punjab, no dividend is paid on shares 
issued b} a Mortgage Bank 

Deposits — Mortgage banks, whether primarv or central, 
should receive no deposits In the first place, the rate of 
interest on deposit capital fluctuates from tune to time, and 
therefore, such capital is unsuited for advances of long-term 
loans Secondh , mortgage banks receiv mg deposits will 
have to compete with deposit banking of credit societies and 
their centrals, and thus an unhealthv competition will be 
brought about to the detriment of the working of either 
kinds of institutions Thirdlv , if deposit capital be used for 
long-term loans, which the mortgage banks have to issue, 
they will not have the requisite fluid resource to meet the 
demand when deposits mature for repa}ment Tempo- 
ral} working capital, wherever necessarv, can be obtained 
from the Prov mcial or Central Banks as cash-credit or ov er- 
draft 

Debentures as the source of capital — The mam source of 
capital, and, as a matter of principle, the whole capital of 
mortgage banks, must be obtained b} the issue of deben- 
tures The term of repa} ment of debentures should exceed 
at least bv 5 } ears the maximum term of the mortgage loans. 
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to make allowance for the possibility of defaults by borrow- 
ers of some of their instalments during seasons of partial 
or total failure of crops The rate of interest on debentures 
will depend on the condition of the local money market 
Ordinal lly, a higher rate of interest will have to be paid on 
debentures than on deposits till they become popular, when 
it might be possible to lower the rate If debentures are 
purchased by Government, and are made trustee securities, 
they will become more attractive at a lower rate of 
interest Central Mortgage Banks in presidency towns 
should be able to float debentures more easily than those 
in mofussil centres, on account of the proximity of the 
central money market If debentures go below the par 
value, the banks should themselves purchase them till the 
level is restored 

Central Mortgage Batik — Primary mortgage banks issu- 
ing debentures would be driven to compete with each other 
in regard to rates of interest It is, therefore, necessary 
that debentures should be floated by a single central agency, 
viz , the central mortgage bank Besides the work of col- 
lecting and disbursing capital, the Central Bank should 
exercise a general control over the primary banks It may 
also have the power of revaluing property offered for mort- 
gage, though there will be little chance for the exercise of 
this power, if the primary banks perform their duties 
efficiently 

Expenses — The bank should keep down its working ex- 
penses as low as possible, much lower than in ordinary cen- 
tral banks The sole merit of mortgage banking lies in its 
ability to run it as cheaply as possible Till sufficient 
business is built, it would be expedient to run the central 
agency through the Provincial Bank, as is done in Bombay, 
as a separate branch of its business Another device would 
be to work the central management as a Book Bank conduct- 
ing its monetary transactions through the Provincial Bank 



Should loans be made in cash or b j debentures — The 
policy adopted by the Indian Mortgage Banks is to issue 
loans in cash, and for this purpose loan capital is collected 
by issue of debentures to the public and to Government, long 
before the loans are issued to the borrowers This process 
will, no doubt, mvohe loss of interest to the mortgage bank, 
but the issue of mortgage debentures to the borrower would 
only be possible, if definite arrangements are made with 
District Central Banks or the Provincial Bank to discount 
the bonds at an ascertained rate of commission 

Amount of Loan — It ma\ not be expedient to prescribe 
a definite amount as the maximum limit of a loan for all 
times, for a large owner maj require a fairly big amount, 
and should not on that account be excluded from the benefits 
of the bank The amount of the loan will also varj m differ- 
ent areas according to the nature of the land At the initial 
stage, big loans should be avoided as far as possible, as 
otherwise small owners would be disappointed There must, 
however, be a minimum limit m areas served bj a credit 
society, so that the bank maj not come in competition with 
the latter If loans are issued through the credit society, 
no minimum limitation would be necessary The present 
limitations in the case of most mortgage banks are Rs 
10,000 maximum and Rs 500 minimum 
Repaying Capacity — Whatever maj be the nature of the 
title, which the bank is prepared to accept, the most impor- 
tant point for consideration is whether the borrower’s income 
will leave enough margin of net saving, after all the expen- 
diture is taken into account, both agricultural and household 
Where the margin is nil or negligibly small, there is no 
scope for a mortgage loan, because it is out of this net sav- 
ing that the borrower has to pay the instalment of his mort- 
gage loan Failure of even a single instalment will delay 
the payment of subsequent instalments, and thus, might 
afford an excuse for further defaults 
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Period of repayment — The period of repayment must de- 
pend on the capacity of the borrower, to be judged by the 
amount of annual net sav ing made The normal maximum 
period docs not exceed 20 years, and the minimum is 4 to 
S years It would be advisable to fix equated instalments 
for repayment, otherwise, their amounts in the earlier jears 
become comparativ ely high 

Rate of Interest — No doubt, the rate of interest on mort- 
gage loans should be as low as possible in view of the longer 
period of repayment than ordinary loans, and because the 
landed property is given as xecuntv But the question will 
arise whether mortgage banks with a lower rate of interest 
would work in competition with the credit society As the 
measure is yet in an experimental stage, it is safer to fix the 
rate not much below that of credit society till a good rescr\ e 
and sinking fund arc built In the case of mortgage banks 
of the United States of America, the average rate on first 
mortgage loan in 1921 exceeded 8 per cent in 16 States and 
9 per cent in 5 But the period did not exceed 20 jears 
The longer the period the smaller the rate must be, especial- 
ly when the period is above 20 jears With a long period, 
merely the payment of interest with an addition of 1 to 1 
per cent for sinking fund extinguishes the whole loan with- 
in the stipulated term Instalments must be equated, so that 
the payment at any period mav not be heav j 

Purposes of Loans — (a) Redemption of Old Debts The 
purpose of a mortgage loan must be distinctly productive 
Redemption of old debts, though a necessarj work, will not 
be quite an easy task Money-lenders, wishing to grab the 
borrowers' land, advance on its security as much monej as 
possible, and thus leave a very narrow margin for a mort- 
gage bank to deal with Such borrowers will have to be left 
out of consideration Again, the rate of interest of the mort- 
gage bank might be higher than that which a creditor has 
been charging, and a loan m such a case will also be out of 



question, unless the svstem oi instalments ant) other facilities 
allowed bv the bank ire considered to be more fa\ ourab'c 
Ihc total indebtedness and the purpose for which it was in- 
curred base to be ascertained, to avoid subsequent legal difh- 
culties The ascertainment of the <\.aet amount of debts will 
not alwavs bt an ease task, unless special legislation is en- 
acted for facilitating the work, as recommended be the Mac- 
lagan Committee on Co-operation m pan 36 of its report 
Old debts must be paid directlv to the creditor after examin- 
ing their correctness and eahdite 

(b) Purchase of land — Loans for the purchase of land 
must be prohibited, unless the purchase will be of distinct 
adeantngc to the land ahead) owned 1 here is a false sensi 
of prestige among the farmers that the larger the extent 
of land one owns the higher will one rise in the estimation of 
others Under this notion, mint farmers arc known to 
make purchases of land In recourse to borrowing, with the 
result that, after a few vears thtv are forced to sell the newh 
acquired land as well as their ancestral land for repaving 
their loans with interest 

(c) Impro’ictnnu of land — This is distinctly a productive 
purpose, but unless there is proper guidance m the work of 
improvement there is some risk involved in the undertaking, 
except when the improvements are of an ordinarv n iturc 
In German), loans for land improvements are sanctioned on 
condition that such improvements would be carried out under 
the supervision of an agricultural engineer Similar precau- 
tions arc necessar) in the case of large mortgage loans 
under this head, and improvements of a speculative nature 
should be avoided The serv ices of the \gncultural Depart- 
ment and of the Engineers of the Public Works Department 
and of the Local Board ma\ be made available for advice and 
guidance 

Misapplication of Loan — Misapplication of a loan would 
be most fatal to the s) stem of mortgage credit and requires 
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in repining the debt 1 - Nevertheless, the economical hab.ts 
and the personal record of each borrower is c trtfulh scanned 
and the application of the amount is closely watched On 
tlie other hand, the greatest drawback of the Indnn culti- 
vator is his illiteracy and ignorance which have engendered 
in him a sense of indifference to debt Normally, be is very 
economical in his expenditure, but on occasions of ceremonies 
in connection with marriage or death, he loses all sense of 
proportion This is mainly due to the fact that if n person 
be parsimonious on such occasions his brother villagers look 
down upon him, whereby he feels considerable mortified 
Indebtedness being the general rule in all the villages, no 
one would be lowered in the estimation of his neighbours 
by running into more debts, especiallv on such occasions 
This is the danger zone of the mortgage bank After the load 
of old debts is removed from the back of the peasant with the 
help of a loan from the mortgage bank, there is ever) pos- 
sibility of his creating a new load, in spite of stringent regu- 
lations and stipulations The danger can onlv be avoided 
and perhaps removed bv educating the peasantry so as to 
make it feel the responsibilities and duties created bv the 
new measures for its uplift 

Limitations of Mortgage Banks — The operations of a 
mortgage bank arc confined to persons owning property of 
decent extent having a market value, or in the words of the 
Maclagan Committee, a mortgage bank is for the landed 
gentry Consequently , it can hold out little hope for the 
class of tenants holding land under various kinds of tenure 
prevailing in the different parts of the country, giving them 
no transferable interest, unless their landlords join m the 
transaction Equally hopeless is the case of the farmers 
owning fragmented and .scattered pieces of land, unless the 
mortgage bank takes up the work of consolidation of hold- 
ings by bringing pressure to bear upon the would-be bor- 
rowers to undertake such a step, thereby facilitating an 
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important measure of land reform Again, it is doubtful if 
a mortgage bank can successfully work in dry areas where 
the rainfall is uncertain The bank should also avoid any 
dealing with a landlord whose property, whatever be its 
extent, already remains mortgaged beyond the margin con- 
sidered safe, or whose net saving would be insufficient to 
repay the instalments of the loan Thus, a large number of 
farmers who are either poor or who are heavily indebted 
will be shut out from the benefits of a mortgage bank 


CHAPTER XXI 

PRINCIPLES OF CO-OPERATIVE CREDIT 

Limited and Unlimited Liability in Credit Societies — What is 
credit — Organisation of Credit — Classification of Credit — Credit and 
Character — Honesty, Diligence and Frugality — Capitalisation by Co- 
operation — Proximity — Maximum of Responsibility — Advantages of 
Unlimited Liability — Efficiency of Management — Maximum Publi- 
city 

Limited and Unlimited Liability m Credit Societies A 
Credit Society is formed by persons of limited means for 
the purpose of supplying funds to its members In no soci- 
ety, at any rate at the start, would the members be in a 
position to put together all the required capital The 
society has to raise outside capital by loans and deposits 
Without security such outside capital will not come in Two 
forms of security are adopted known respectively as limited 
and unlimited liability In the case of a limited liability 
society, some initial capital is subscribed by the members 
m the shape of shares, which is offered as security to outside 
capital in the proportion of about i to io This form of 
liability is usually adopted by a society formed by the towns- 
folk Agriculturists, on the other hand, are not able to put 
together the initial capital to the extent of one-tenth Con- 
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sequentlj , in forming a credit society , they offer unlimited 
liability, 1 e , all their belongings as security to outside 
capital Mere adoption of the share system does not make 
a society limited E\en in the case of an unlimited liability 
society, the share system has been adopted by the Raiffeisen 
Societies, and in many provinces in our country and in Sind 
in our own province But the shares are of small value and 
are made payable by small instalments The share system 
is now being introduced in the whole of our pro\ince, as 
suited to encourage a system of compulsory thrift We will 
m the first place examine the main principles of co-operative 
credit, applicable both to limited and unlimited liability, and 
then the requirements of the latter 

What is Credit ? Credit means trust, and in one import- 
ant sense, the progress of society has consisted in the in- 
crease in the reliability of its members Conjoint action or, 
regarded from another point of view, division of labour is 
possible just in proportion as men can rely on one another 
As civilization advances, most of the transactions of the 
people depend on credit The most striking application of 
the principle of credit is to be found in monetary transac- 
tions, and looked at from this point of view, credit may be 
defined as a man’s power of borrowing And it is this form 
of credit we are concerned with here The sum borrowed 
is the loan, from one party, the lender, by another party, 
the borrower, and the fee paid for the use of the capital is 
the interest 

Organization of Credit — Ordinary money-lending is only 
an unorganized form of credit, while a bank m its present 
form is the highest expression of organized credit 
“Credit”, as Professor Laurent says, “is not the creator, 
but simply the mover of capitals It multiplies indefinitely 
their services Credit, when organized, quickens the move- 
ment of capitals as the rail quickens the revolution of 
wheels ” Consequently, ordinary money-lending is to a 
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bank what a bullock cart is to a railway train Just as the 
train can carry a large bulk of cargo or passengers over a 
long distance for a comparatively small fare, so is a bank 
m a position to lend a large amount of money on a low rate 
of interest The advantages of joint-stock concerns started 
m central towns cannot be extended to people of small means 
and those living in far-off places, for they cater for the wants 
of big persons preferably living m those towns, leaving the 
small folks and those in petty villages to the mercy of pri- 
vate money-lenders Happily, however, co-operation has 
stepped m to take the place left vacant by joint-stock com- 
panies, enabling small folks to organize their small banking 
for the encouragement of trade, industry and agriculture on 
a small scale By organizing small credit it would be quite 
possible to bring it in touch with the big town banks, just 
m the same way as a light railway by its junction with the 
heavy railway connects the traffic of small places with that 
of towns, to the advantage of both 

Classification of Credit — Credit in the form of a loan al- 
ways requires some form of security, express or implied, giv- 
en by the borrower to the lender, that the money borrowed 
will be duly repaid This security may take various forms, 
and credit is generally classified according to the form which 
the security takes It is real or mortgage credit if the secur- 
ity is land, house or other immovable property , it is chattel 
or pledge credit when the security consists of jewels, furni- 
ture, crops or other movable property, it is personal credit 
where the security does not take the form of any tangible 
property, movable or immovable, but is based on the status, 
position, means or more generally the character of the per- 
son seeking credit It is this last kind of credit usually 
identified with Co-operative Credit that is dealt with here 
Credit and Character — But what is the nature of the 
character which has a pledgeable value 5 Suppose a small 
peasant, artisan, trader or labourer, though possessing little 

IX* 
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or no tangible property, is yet endowed with sufficient bodily 
strength and has also the skill required for plying his trade 
or profession as well as the willingness to work Suppose 
he stands in need of a loan either as working capital for the 
conduct of his profession or for the maintenance of his 
family What is the security he offers for it 5 Not certainly 
any tangible property , for he may have none What he 
offers is, therefore, his capacity and willingness to work, 
which may be looked upon as a sort of potential property, 
for by work he expects to come by property as the wages 
or reward of his labour It is this potential property which 
he offers as security for the loan he seeks to borrow But 
again, what is the certainty that he will pay a portion of his 
wages or earnings towards the satisfaction of his debt 3 For 
this, however, you have to depend to a great extent upon his 
character An estimate of such character is made by a pro- 
cess of reasoning depending upon certain considerations, as 
for instance, whether the borrower has a general reputation 
for fair dealing, whether he is free from such vices as might 
divert all or a large portion of his earnings, whether he 
shows diligence and earnestness in his work, and so on, 
in other words, whether the person is endowed with those 
qualities which make for honesty’, diligence and providence 
Honesty, Diligence and Frugality — Thus it is not the 
intention alone that has any \alue It is not the promise, 
but diligence coupled with thrift that forms the basis of 
personal credit A borrower ma\ have no intention to de- 
fraud his lender at the time he asks for a loan, but if he 
will never exert himself to convert his labour into cash, or 
even if he would, has not the qualities requisite for thrift, 
there can be no chance of repayment Consequently, cha- 
racter to form the basis of credit must consist of honesty, 
diligence and frugality — the most important elements afford- 
ing ample material for capitalization 

Capitalisation by Co-operation — Given the necessary cha- 
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racter, the next question that will arise is — how is 
it to be capitalised 5 For we know as a matter of fact that 
persons having a pledgeable character are seldom in a posi- 
tion to negotiate it in the open market The reason is, 
character can have a value only to the person knowing its 
worth What value can the character of a person living m 
a far off village have to a banker in a town 5 Even men 
of ordinary status, though living in the same town, can 
scarcely be expected to be known to an average banker Even 
if he knew, would he consider it worthwhile to enter into 
transactions with them 5 The character of such people, 
therefore, easily lends itself to be exploited by neighbouring 
money-lenders, to the great disadvantage of the borrower 
and not always to the advantage of the lender How then 
is this class of small borrowers to be enabled to negotiate 
credit on easy terms 5 The only method that has yet been 
discovered is co-operation However high may be the value 
of small particles of gold scattered all over the country, a 
town banker will scarcely care to exchange them for cash 
On the other hand, if you bring together many such particles 
and fuse them into a nugget, any banker would then be 
quite glad to exchange it for ready cash It is this process 
of bringing together so many individuals of character for 
a common object that is known as co-operation, and when 
their conjoint action has credit for its object, it is known as 
co-operative credit 

From the above resume of the nature of co-operative 
credit, we are in a position to understand what elements are 
requisite to make it an asset of negotiable value These ele- 
ments will be briefly noted below 

Proximity — Since personal character can only be ascer- 
tained at close' quarters, it is desirable that members joining 
the credit society should know each other by reason of their 
living m the same village, or working in the same factory or 
office, or belonging to the same caste or creed Only such 
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persons should join together for personal credit, for then 
only will combination ensure touch, mutual knowledge, com- 
mon interest and power of control In the case of an un- 
limited liability society , the number of members is also limit- 
ed If the operations of a society are confined to a limited 
area, the members obv iousIv hav e frequent opportunities of 
intercourse with it and with one another, and are enabled to 
take an active part m its management without much per- 
sonal inconvenience 

Maximum of Responsibility — A society intended for credit 
purposes and of persons whose onlj source of capital is 
personal character, such as the agriculturists, must neces- 
sarily be formed on the joint and several liability, or what 
is commonlv known as the unlimited liability of its members 
It is only by such interconnection of liability that you can 
have the “Maximum of Responsibility” which forms the first 
postulate of personal credit to give it a negotiable value. 
If in the individual character \ou have a moral guarantee, 
you have m the collective liability of such individuals a 
material security which is an effective substitute for pledge 
or mortgage Bv maximum of responsibility you are in a 
position to attract the maximum of credit Security is the 
magnet for attracting credit, therefore, the greater the 
security^ the greater will be the attraction for credit 

Advantages of Unlimited Liability — People are often 
under a misapprehension that unlimited liability is rather 
a nskv affair But it is the safest course m the long run, 
and the only course available for capitalising character by 
co-operation Unlimited liability calls for certain wholesome 
restraints which may often be found to be absent m a limited 
liability concern A society with unlimited liability need not, 
and under a prudent management does not, by reason of 
an awakened sense of responsibility, undertake more busi- 
ness than it can safely manage It should always study 
safetv and eschew risk of all kinds Thus, what is unlimited 
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liability in name will be limited liability m effect On the 
other hand, if a limited liability concern, free from such 
wholesome restraints, were to enter into transactions far 
beyond its control and much beyond the bounds of safety, 
the result would be, what is limited in point of liability would 
be unlimited in point of risk involved Witness, for ex- 
ample, some of the joint-stock banks m our country which 
a few years back went into liquidation, bringing ruin on 
many persons 

Efficiency of Management — At the same time, it is not 
quite correct to say that the credit of a society is higher, 
simply because its liability is unlimited, as compared with 
that of a society with limited liability If the management 
of a society is wanting in efficiency, the risk involved m its 
transactions can none the less be serious even though its 
liability be unlimited The real test of safety in point of 
credit of a society lies, not so much m the nature of its liabi- 
lity, as in the efficiency of management The quality of 
management again will depend, not on the number of men 
on the committee, but on the character of the work they do , 
not on the soundness of rules framed for the conduct of the 
business of the society, but on the spirit in which they are 
administered Such persons should be elected on the com- 
mittee as are trustworthy and disinterested, as might contri- 
bute to the work of the society without allowing it to be 
centred in the hands of a single person, and as might keep 
a vigilant eye over its details For, whatever may be the 
conditions which contribute to the success or failure of a 
society, its main determining factor is the quality of its 
management, the more efficient the management is, the 
more assured will be the success of that society 

Maximum Publicity — All the business of a society should 
be transacted with the maximum publicity within the society 
There should be kept in the office of the society or in some 
convenient place, open to the inspection of every member, 
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the statements of the society ’s accounts showing its position 
every half year, and m bigger societies every' quarter Gene- 
ral meetings should similarly be held every half year or 
quarter, at which the accounts and affairs of the society 
should be fully discussed and explained and its future work 
should be settled Publicity of the society’s business in this 
manner will inspire confidence among the members m their 
society 


CHAPTER XXII 

PRINCIPLES OF CO-OPERATIVE CREDIT (Cantd ) 
How to Minimise Risk 

Minimum o/ Risk — Investigation of the Purpose of Loans — Non- 
Productive Purposes — Object of investigating the Purpose — £»- 
couragement of Thrift and Providence — t aluc of Thrift- — Punctu- 
ality in Repayment of Loans — Sureties and their Functions — Reserve 
Fund — Jhsunderstanding the Nature of Credit — Credit mistaken for 
Philanthropy — Cheap Credit and its Abuse 

Minimum of Risk — It has already been stated that 
"Maximum of Responsibility” is the first postulate of per- 
sonal credit i Its second and perhaps the more important 
postulate is "Minimum of Risk” And m fact, the first 
postulate can itself be hardly compatible with soundness and 
safety if unaccompanied by the second The elements of 
personal credit that will next be considered are mainly such 
as go to minimise Visk in a eo-operativ e credit society 

Investigation of t he Purpose of Loans — Every loan, as 
already pointed out\ presupposes repayment A loan ad- 
vanced on the secunA of property can certain ly look to that 
property for its repayment, irrespective of the use to which 
it may be applied Ormhe other hand, a loan, advanced on 
the personal security of\he borrower, not known to possess 
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any tangible property easily and readily available for the 
satisfaction of the amount, can only look for its repayment 
to the borrower’s future earnings Consequently, the repay- 
ment of a personal loan can be said to be certain only when 
the borrower puts it to such use as will increase his earning 
capacity directly or indirectly Suppose a trader employs 
the loan to increase the capital of Ins trade, an artisan to 
purchase the implements of his craft, a farmer to purchase 
seed or manure for his farm, the loan can then be said 
to fructify itself by tending directly to increase the bor- 
rower’s earnings so as to enable him to repay it with ease 
Or it may be that the borrower had taken a loan from a 
money-lender at a high rate of interest, and repays it by bor- 
rowing from the society at a lower rate , his earning capacity 
will be thereby increased by the difference in the two rates 
On the other hand, if the loan is dissipated in luxury or 
improvident expenditure on marriage or death ceremonies, 
the chances of its repayment will be remote Consequent!} , 
the best security for a loan is the use to which it is put 
A co-operative society must, therefore, make it a point to 
grant loans, as far as possible, for productive purposes — 
for an outlay which promises a profit or economy, so as to 
reproduce itself out of its own emplo}ment 

Non-productive Purposes — But a society may, under the 
peculiar Indian conditions, also have at times to advance 
loans for non-productive purposes, such as social or cere- 
monial expenditure justified by local opinion But here too, 
any expenditure beyond the bare requirements should be 
checked On the other hand, the extent of such loan must 
strictly be within the borrower’s means or ability to repay 
it within a reasonable period For here, unlike in the case 
of a productive purpose, there will be no income from the 
expenditure of the funds which will enable the borrower to 
repay the loan 

Object of investigating the purpose — It is, therefore, es- 
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scntinl that in nil (uses (lit borrowir should b< required to 
state the purport of the loan to enable the committte to judge 
of the existence and the extent of the need Such investiga- 
tion is bcnefieial both to the borrower and to the* lending 
socictv To the borrower it means fnendh advice and guid- 
ance, for, it will keep him well within bis means, providing 
him with a chance of earlv cxtricition from debt To the 
socictv it means the best prov ision for safetv , for it will mini- 
mise the chance of default and therefore of risk, therein 
increasing its credit in public estimation 
Encouragement of thrift and Pro^idutcc — Even loin 
requires to lie repaid, and a loan on personal credit presup- 
poses its repavment matnlv, if not whollv, from the sovungs 
effected bv the borrower out of Ins income And since lus 
income is limited, he could on!) save if he would m inage his 
affairs cconomicollj Economv and thrift, therefore, form 
the important conditions of personal credit When the bor- 
rower begins to save from time to time something from his 
income in order to pav the instalments of lus loan, he be- 
comes gradually initiated into the habit of thrift Anv act 
often repeated tends to become a lnbit, and thrift is mere!) 
a habit of saving, self-control is its basis and forethought its 
motive First, vou begin to save to pav off vour loan, and 
when the loan is paid off, jou would naturall) be led to think 
that if jou laid bv something from time to time, occasions 
for borrowing would be minimised Thus, the habits of thrift 
and providence become automatical!) inculcated into )ou and 
become a part and parcel of yourself And in fact, these 
virtues form the pivot upon which the whole s)stcm of per- 
sonal credit turns, for there can be no credit where there is 
no chance of repa)mcnt, and where thrift is absent the 
chance of repavment must be small 

Value of Thrift — But thrift is valued not only for its own 
sake, but also for the great v irtucs which its practice brings 
on The ver) act of self-control which thrift involves has 
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wrought admirable reforms among those practising it, giv- 
ing impetus to industry and diligence, and engendering a 
feeling of self-respect and honesty It is thrift, as involved in 
the idea of personal credit, that has raised the tone of co- 
operative effort to such a high pitch of moral excellence 
Punctuality in Repayment of Loans — Punctuality m re- 
payment of loans is the high-road to thrift, while its absence 
must often lead the borrower to improvidence When once 
he is allowed to be lax in repayment, he would obvioush 
treat his liability very lightly The very incentive to save 
being absent, the borrower might naturally be led to spend 
his income in any way he likes, without setting apart any- 
thing for the repayment of his loan, with the result that 
when the final date of settling the account arrives, he finds 
the full load of debt weighing down upon him, without any> 
prospect of its immediate relief The only course left open 
to the borrower, as well as to the society, is to have recourse 
to a paper transaction by way of renewal, which again will 
be treated as lightly as the former liability, and the chance 
of recovery of the loan will be more and more remote It is, 
therefore, a matter of first importance that the tendency to 
laxity should be nipped in the bud by insisting on punctual 
payment of instalments Vigilance on the part of the Com- 
mittee in this respect often produces a wholesome effect on 
the borrower On the other hand, if the committee’s pre- 
caution to remind and warn the borrower at the proper time, 
and if necessary his sureties also, has no effect, there will be 
little excuse left to him or them, and no room at all for con- 
cession or leniency, which at that stage might onty have the 
effect of encouraging laxity among other bofioweni, and en- 
dangering the safety of the society All co-ope/ative soci- 
eties, therefore, make it a rule, firstly, /hot to advance a loan 
a second time to the person who Without sufficient cause 
has failed to be punctual in repaying his previous loan, and 
has thus failed to earn the right to obtain a fresh loan, 
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and secondly, to visit the want of punctuality with a penalty 
by way of higher rate of interest for the overdue period 
Sureties and their Functions — In matters of loan, it is not 
the borrowers’ promise alone that the society would depend 
upon He may not employ the loan for the purpose for 
which it was advanced, or maj fad to be punctual in its re- 
payment Either way lies danger, to minimise which the 
borrower must be required to furnish sureties sufficient, m 
the estimate of the committee, to go bad for him The sure- 
ties must undertake full and mutual responsibility' with the 
borrower, both for the repayment of the loan in due time, 
and for its employment for the purpose for which it was 
advanced Sureties are offered from among the borrower’s 
own circle of friends, and are, therefore, in a position to 
estimate the extent of risk they undertake They may on 
that account reasonably be, and as a matter of fact are, 
expected to exercise a friendly check over him as regards 
the mode and extent of the expenditure of the borrower’s 
amount, provide personal supervision and keep themselves 
in close touch with the borrower 

Reserve Fund — The Reserve Fund is the foundation for 
the solvency of every society whose transactions are based 
upon personal credit It is a safeguard to members as well 
as to depositors No effort should be spared to accumulate 
it to as great an extent as possible A strong reserve en- 
ables the society not only to meet unexpected losses, but also 
to fortify its security, and place it on a sound basis It is 
further essential that the reserve should be indivisible and 
inalienable, in order that members may find in it a strong 
attraction to bind them to their society’ With a view to 
allowing the reserve speedily to accumulate, it is necessary 
that the work of a co-operative society should be as eco- 
nomically managed as possible, recourse being had to hono- 
rary work so far as is practicable Div idends should be kept 
down as low as possible^ and all available profits should be 
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carried to the reserve In the case of unlimited liability soci- 
eties, tilt Co-operative Act itself disallows distribution of 
profits — in Bombay for the first ten years, and elsewhere 
wholly , unless permitted by special Rules — requiring- them all 
to be carried to the reserve This is quite in consonance with 
co-operative principles In the case of limited liability' soci- 
eties, however, members imbued with a true co-operative 
spirit should allow no div idends to be paid at all for the first 
few years, and thereafter permit as small a rate as possible 
being paid till the reserve becomes strong This is the in- 
variable practice in the case of all well-managed societies in 
Germany and Italy This self-sacrifice at the initial stage will 
repay itself by the increased facility of credit, which the soci- 
ety is enabled to enjoy on the most favourable terms, at the 
same time ensuring to the society a high degree of stability , 
carrying with it an increased freedom of action and independ- 
ence from outside financial aid in times of stress and strain 

Misunderstanding the Nature of Credit — Personal credit 
is at times exposed to certain dangers which, if not properly 
guarded against, might lead to serious consequences These 
dangers arise not out of any inherent defect in this class of 
credit, but from a misunderstanding of its true object and 
scope Several points there are which by reason of miscon- 
ception of the principles of co-operation, threaten at times 
danger to a society A few of them have already been indi- 
cated in the previous pages as side-issues, and some more 
will be noted below 

Credit Mistaken for Philanthropy — In the first place, a 
co-operative credit society is not a philanthropic institution 
for which it is often mistaken There is no idea of pity 
or charity involved in it It is purely a business concern, 
and is worked solely on business lines As Mr Henry Wolff 
pointedly puts it — people often want to win their cake with- 
out climbing or running for it A co-operative society would 
be merely doing its duty by shutting its doors against such 
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people Co-operative credit offers no universal panacea for 
remedying the indebtedness of the people at large, but it 
only points the way to the prudent and thrifty, how they 
can combine for obtaining credit on favourable terms Co- 
operation should always be kept out of the region of philan- 
thropic sentiment It gnes nothing without taking some- 
thing in return, and whatever it gives it expects to be return- 
ed Charity, on the other hand, may do more harm than 
good It often makes its recipient careless and improvident, 
and breeds want of will to work All notions of charity and 
philanthropy must be scrupulously kept out of the sphere of 
co-operation, though a co-operative society may legitimately 
direct a portion of its profits to be devoted to some common 
philanthropic purpose 

Cheap Credit and its Abuse — Yet another source of mis- 
conception is the supposition that co-operative credit must 
always be cheap credit, meaning thereby that a co-operative 
society should charge a lower rate of interest than the rul- 
ing market rate. But there cannot be a greater fallacy than 
this Avoidance of payment of a usurious rate of interest is, 
no doubt, one of the objects of co-operation, but it is not the 
function of a co-operative credit society to provide cheaper 
credit than can be raised m the open market Even the pro- 
cess of bringing down the rate to the prevailing market rate 
should be gradual and not sudden Credit should be edu- 
cative, rather than cheap Until a person is educated into a 
proper appreciation of the value of money, cheap credit 
would do disservice to him One great defect of the present 
sources of credit is that they do not teach the borrower the 
value of money he is allowed to utilize, until the lesson is 
brought home to him by difficulties, in which he finds himself 
by' neglecting repayment in proper time The first requisite 
m any scheme for bringing credit within the reach of the 
multitude is the introduction of safeguards which will pre- 
vent its abuse Cheap credit is a double-edged weapon In 
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the hands of a diligent and thrifty man, it will fructify itself 
indefinitely , while in the hands of a man not well grounded 
in thrift and providence, it might prove to be a cause of 
ruin Credit must be safe and sound, rather than merely 
cheap, and the great merit of co-operative credit is that it 
safeguards its members against its abuse 


CHAPTER XXIII 

CO-OPERATIVE CREDIT SOCIETIES IN 
EUROPEAN COUNTRIES 

DIFFERENT ASPECTS OF CREDIT —Chattel or Pawn Credit— 
Monts Dc Piete — Monti Frumantaru and the Positos — Pawn-Brok- 
tng shops — CREDIT SOCIETIES — Co-operative Credit Society — 
Raiffeisen Banks — Objects — Chief Features — Administration — Rates 
of Interest — Relation with Higher Organisations — Schulze-Delitzsch 
Banks — Objects — Mam Features — Reasons for the features — Liabi- 
lity — Administration — Difference between the two systems 

Different Aspects of Credit — Credit following the divi- 
sions of capital in its widest sense, is divided into three 
heads, real, chattel and personal , the first is that based on 
land and immovables, and should ordinarily be used only 
for long-term loans, secured by mortgage, the second 
is that based on movables, whether by actual pledge 
as in pawnbroking or deposit of valuables, or without deli- 
very as by bills of sale, the third is that indeterminate credit 
based on what is technically called “Character”, but which 
really includes a man’s status, property, character power of 
obtaining sureties, and prospects, such is the ordinary cash 
credit of Scotland, the general credit of the Credit Banks 
of Europe, the common loans to agriculturists by money- 
lenders in this and every country, and the credit allowed by 
shopkeepers The bill of sale or pledge without delivery 
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is almost unknown in Latin Europe, owing to the state of 
law In European countries, each class of credit has its 
own appropriate institutions, it is rarely that all or even 
several of the classes arc combined in one bank The term 
Co-operative Credit is, however, by general acceptance 
identified with personal credit, while societies dealing with 
Real Credit go under mortgage banks and are dealt with 
separately Those dealing with Chattel Credit go under 
Pawn-Broking Associations, these have not been co-opera- 
tively developed, and in the few countries where they are 
found, they are more or less conducted under State control 
or by private agencies, as will be bneflv noted below By 
its nature chattel credit is intermediate between real credit 
and personal credit 

CHATTEL OR PAWN CREDIT 

Monts De Piete of France and Italy are pawn-broking es- 
tablishments Originally promoted by the Church, they have 
now become public institutions administered by communes 
and municipalities or other local bodies, the management is 
gratuitous, or nearly so, profits are devoted to works of 
local public utility 

The Monti Frumantarn of Italy and the Positos of Spam 
are communal grain banks, managed locally under the super- 
vision of public authorities They lend gram to the peas- 
antry, whether for seed or for maintenance In Spain, they 
are very prominent and are found m thousands Recently, 
many of them are being converted into agricultural banks 
Experiments in gram banks have been made in some Pro- 
vinces of India and they are generally classed under Credit 
Societies 

The Pavm-Broktng shops of England are not co-operative 
institutions, but privately owned institutions, regulated by 
law, as any other money-lenders’ institutions are 
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CREDIT SOCIETIES 

Co-operative Credit Society — A Co-operative Credit Soci- 
ety or a Co-operative Bank is a mutual association formed, 
composed and governed by persons of limited means for 
encouraging savings and granting small loans on easy terms 
of interest and repayment to the members of such associa- 
tion Such associations are also known as People’s Banks, 
and it is under this title Mr Henry Wolff has written lus 
famous book dealing with both urban banks and village 
banks In Italy, however, the term People’s Bank is applied 
to Urban Banks known as Banca Popolari, and m India the 
term is usually used in the same sense 

Raiffeisen Banks, or Rural Credit Societies — The Pioneer 
of the rural co-operative credit movement was Herr Raiffei- 
sen of Germany (1818-1888), whose first society was started 
in 1849 for supplying cattle to poor peasants on an instal- 
ment basis It was in 1864 that the first regular loan society 
was started Until 1879, these societies made very' slow pro- 
gress, only 22 having been started during the period, but 
after that vear they made rapid progress 

Objects — Ihe objects kept in view were to give the farmer 
a bank at his own door, to combine the bank and shop in 
one, to devise a form of security within his reach, to en- 
courage his thrift by accepting his deposit, however small 
the amount may be, to dissuade him from borrowing for 
improv ident purposes , to benefit him educationally as well 
as materially, in other words to emancipate, rather than en- 
slave him 

Chief features — The chief features of the Raiffeisen Bank 
are the following — (a) Limitation of Area, so as to secure 
mutual persona! knowledge on the part of members , (b) 
shares of very small value, (c) permanent indivisible reserve 
fund, (d) unlimited liability of the members, (e) loans only 
for productive or provident purposes, their expenditure being 
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< ireful!) supervised, (f) loins onh to members, (g) credit 
for relativelv long periods, mv one to three vuars, with faci- 
lities for rcpajmenl bv instilments, (Ii) the di termination 
even vear, bv the numbers of each society , it i gentr i 
meeting, of the maximum credit tint m.» be held bv the 
individual members it am tune, as well is of the maximum 
total deposits recciv tble iml of the loins tint mn\ be liken 
up bv the soeictv , (i) loins to members secured In personal 
bonds bacl ed bv sureties, md when adv tnetd on current 
iccount, not to be treated is standing loins, movements of 
accounts bung insisted at least everv half-star, (]) absence 
of profit-seeking, dividends nil, or if paid, being limited bv 
i maximum to the rate of interest paid bv borrowers for 
loans, (k) office holders not paid for their service, except 
the Se-crctarj or the \eeountant who receives a small hono- 
rarium, and expenses ire kept as low as possible (1) provi- 
sion made bv the societv for purchase of lgriculluri! 
requisites for sale to members, and often the procuring of 
agricultural machines and implements for letting on lure to 
members, (m) promotion of the moral as well as the material 
advancement of the members 

Administration — Each societv has for its control and ad- 
ministration (i) the general meeting, (e) a Board of Direc- 
tors (Committee of Management) including an Executive 
Officer, (3) a Council of Supervision Hit first bodv fixes the 
rates of interests and elects the other two bodies and passes 
annual statements of tlu society s transactions, the second 
admits or rejects candidates for membership, and decides 
all matters of management, the executive officer carries out 
these instructions , the third exercises general control and 
makes a quarter!} examination of the financal position of 
the societv , the valuation of each loan and the solvcncv of 
the borrowers and the sureties 

jRalcs of interest — The society pa>s 3 to 4 per cent 
interest on deposits, and charges 4 to 5 per cent on loans 
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These rates, it is understood, have slightly been increased 
after the War Deposits are received by the society from 
members as well as non-members, and thus it acts as a vil- 
lage banker The societies are therefore known as Savings 
and Loan Banks, and about 90 per cent of their capital is 
derived from deposits 

Relatioti with higher Organisations — The societies are 
carefully supervised and audited by the Inspector of the 
Raiffeisen Union with its head-quarters at Neuwcid, the Cen- 
tral Bank of Raiffeisen having its head-quarters at the same 
place acts as the financing and balancing centre Both the 
Unions and the Central Bank have regional branches 

Schulse-Delitssch Banks — or Town Banks, also known as 
Share Banks, were organised by Herr Schulze of Dehtzsch, 
about the same time as Raiffeisen started his village banks 
The first bank was established m 1850 

Objects — These banks were formed for the purpose of 
furnishing credit to small traders, employers, artisans and 
the middle class men in towns, but agriculturists, generalh 
large holders, also borrow from them 

Main Features — The main features of these banks are 
(a) the area of the bank is not narrowly limited, (b) the 
shares are high in value varying from £5 to 15 each, even 
reaching to ^50, but the amounts are payable by small in- 
stalments, and thus serve the object of compulsory saving, 
(c) there is no indivisible reserve, though there is the usual 
reserve built by carrying a portion of the annual profit to 
the extent of say 20 per cent , (d) loans are usually made for 
a term of thiee months, but they are subject to renewal and 
are generally repayable in a lump sum, except in the case of 
cash-credit, (e) high dividends, there being no limitation on 
the rate, (f) regular banking offices are maintained, with at 
least two or three permanent paid officers who form the 
Board (or Committee) of management, (g) the Council of 
Supervision meeting almost weekly and the members of it 

12 * 
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receiving remuneration, (h) the Banks confine themselves 
to pure banking business, (1) loans are granted only for 
productive purposes, but the purpose is not very closely 
scrutinised, (j) the application of the amount of the loan is 
not supervised, (k) there is no personal relationship and 
mutual touch among the members, the number of members 
of several banks being counted in thousands, some having 
more than 10,000 members with an annual turnov er of more 
than 20 millions, (1) high rate of interest on loan, it is said 
the earlier banks charged interest at as high a rate 
as 12 to 15 per cent but later reduced it to 8 per cent and 
further to 5 to 6 per cent , (m) loans are made either as Cash 
Credit, the limit of credit being fi\ed, within which the bor- 
rower can draw as his needs arise, or a lump advance 
against a pro-note or bill of exchange, the latter form being 
more common as it allows the bank to secure funds when 
required from commercial banks by rediscount of bills 

Reasons for the above features — The societies choose wide 
area for their operation so that thev may develop large busi- 
ness capable of supporting their salaried staff The charact- 
er and standing of the' member, however, are judged b\ the 
members of the supervising council, who are selected from 
different localities Short terms of loans are prescribed as 
the funds are made up of short-term deposits of 3 to 6 
months This expedient is a source of further security, the 
members being drawn from a shifting class of population of 
a town, and not being fixed to the sod as in the case of a 
village bank Shares of large value were adopted to offer 
substantial security to depositors and to obtain a stable 
working capital 

Liability — The Schulze-Delitzsch societies are generally 
of unlimited liability, because at the time when they were 
first founded limited liability was not allowed b\ law Later, 
societies were formed of limited liability 

idnnnistration — The societies are controlled by the gene- 
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ral meeting, administered b\ a Board of Management of two 
or three paid members, and supervised by a Council of Super- 
vision Further supervision and audit are conducted by the 
Inspector of the Schulze-Dehtzsch Union No Central 
Bank has been established for these societies, but a central 
committee equalises the surpluses and deposits of the differ- 
ent societies Later, arrangements were made with com- 
mercial banks for this purpose 

Difference between Schulse-Dclitcsch and Raiffeisen soci- 
eties — Both provide cheap capital for those who were de- 
barred from it by its enormous cost and were exploited by 
money-lenders, both encouraged thrift as the basis of credit 
But Schulze-Dehtzsch fostered thrift by rewarding it with 
dividends which placed the interest of borrowers in opposi- 
tion to that of lenders Raiffeisen placed the interest of 
borrowers first and allowed no dividends, and thus preserved 
intact the co-operative idea of mutual help Raifieisen aimed 
not merely at material benefits of association, but its moral 
and educative results, and the general social welfare of the 
members 


CHAPTER XXIV 

CO-OPERATIVE CREDIT SOCIETIES 
IN EUROPEAN COUNTRIES ( Contd ) 

Haas Banks of Germans — Other Countries — People's Ban! s and 
Cassc Ruralc of Italy — Monte I rumantani of Italy — Co-opcratnc 
Ban l s til France — Co operative Producers’ Bank of Pans — Den- 
mark— America— England— Ireland— THE SCOTCH CASH CRED- 
IT BANKS — Methods of Work — Good Results — Extension of 
Operations by Branches — Merit of the Systen — Causes of Success 

Haas Banks of Germany — These societies were founded 
by Herr Haas, a favourite of the German Official circle His 
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associations include mutual trading as well as banking, as 
in the case of Raiffeisen societies, but where the trade was 
large enough or could cover a number of villages, a separate 
trade society was set up for it His aim was to unite the 
advantages contained in the two other systems, discarding 
the extreme orthodox} of the Raiffeisen system, while res- 
training the inclination towards the commercialism of the 
Schulze-Delitzsch system The liability was limited, but the 
shares bore a proportional liability , as a compromise between 
the limited and the unlimited liability The shareholder was 
responsible, in addition to the amount of his share, for a 
fixed guarantee equal to twice or thrice the share amount 
Regarding the administration, each society has a Managing 
Committee as also the Council of Supervision, the latter 
being the general feature in the case of all kinds of banks 
in Germany External supervision is exercised by' the re- 
gional Unions affiliated to the Imperial Union of Agricul- 
tural Co-operative Societies of Germam The Regional 
Central Banks and the Apex Bank at Darmstadt are financ- 
ed by the Prussian Central State Bank 

Other Countries — The German Co-operative Credit sys- 
tem has spread into many other countries such as Austria, 
Hungary, Belgium, Holland, Switzerland, Russia, Italy, 
France and Ireland, with such variations as the local condi- 
tions may have required or the sponsors of such banks 
thought fit to introduce The main features of some of these 
systems are given below — 

People’s Banks and Casse Rurale of Italy — Banks, known 
as Banche Popolari or People’s Banks, were founded in Italy 
by M Luzzatti from 1864, and those on the model of the 
Raiffeisen system known as Casse Rurale or Rural Banks 
by Dr Wallenborg since 18S3 Both these have spread 
most extensively m the country , and have become the means 
of circulating among the people millions of pounds per 
annum The People’s Banks are of limited liability, with 
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shares of small v a hie, and are managed by an honorary 
Committee and a paid manager, and keep dividend and 
honoraria as low as possible Loans are occasionally grant- 
ed for longer terms than by the Schufre Banks of German} , 
but the usual practice is to grant 3 to 6 months’ term, with 
periodical renewals 

One important feature of credit societies of ItaK is, that 
the town and country Banks are in friend t\ relations, unlike 
those of Germany, the former finance the latter The Bank 
of Milan acts as a Central to the country banks m Italy 

Monti Fruvumtaru of Italy — It maj be mentioned in this 
connection that a large number of Monte Frumantarn or 
Gram Banks, originally introduced bv the Clergy, were con- 
verted into money banks There is also a large number of 
Savings Banks in Italy more popular than in most other 
countries 

Co-operative Banks m France — In France, M Durand 
established a number of Rural societies of the Raiffeisen 
type But a larger number of co-operative societies for 
credit and other purposes are formed and attached to the 
Syndicates Agricoles, yvhich are agricultural associations 
formed by farmers themselves, not for trade, but for giving 
advice on agriculture and other allied matters The State 
has been financing these societies through Regional Banks 
at a low rate of interest 

Co-operative Producers' Bank 0/ Pan-, — There are not 
more than 22 Town Banks in France, but most of the arti- 
sans in towns are encouraged to form Producers’ Societies 
For financing such societies the Co-operative Producers’ 
Bank has been established, whose principal business consists 
in discounting bills of the Productive Societies, business m 
tins line to the extent of over ^1,000,000 per annum being 
transacted Such Banks do not exist m other countries but 
the ordinary town Banks, v herever they exist, do this busi- 
ness for producers Moreover, Producers’ societies have 



not developed to an; great extent in other countries as in 
France 

Denmark — There are no credit societies in Denmark, the 
farmers not standing in need of them Their Dairj and Egg 
societies make monthl; payment to the members from which 
the; can meet their ordinan. requirements As for societies 
themselves, the) can raise loans from commercial banks 
without an) difficult; 

4 mertea — In America the agriculturists being ven large 
holders can easil; negotiate loans with commercial banks 
The; howerer hare co-operated for sale of produce on a 
gigantic scale In the towns, the Building societies, unlike 
those of England, lend monej to members for ordinar; pur- 
poses, and are therefore called Co-operatne Societies In 
Canada Mr Desjardin has organized a number of Town 
Banks on the model of the Italian People’s Bank Similar 
Banks are recent!; being formed in the United States 

England — In England there are no Town Banks The 
Friend!) Societies gi\e relief to their members, though in 
small sums during the time of distress For ordinan loans 
Certified Loan Societies are formed and are regulated b; the 
Loan Societies’ Act being under the control of the Registrar 
of Fnendl) Societies These Societies recewe no deposits 
The) thus perform half the function of the German Credit 
Societies, the other half being performed b; the Sa;ings 
Banks The Building Societies formed in most of the towns 
grant credit onl; for erecting buildings As regards the 
Countr; districts, the farmer, under the English s)stem of 
tenure, obtains from the landlord not onl) land, but fixed 
capital, and being a much larger holder than the small 
proprietor of the Continent, he can obtain current capital 
from commercial banks B; the operation of the Small 
Holdings and Allotments Acts (1907), ho;;e;er, a class of 
small holders is being created standing in need of Credit 
Societies The Act requires the Count) Councils to form 
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and encourage such societies Recenth , chiefiv after the 
reorganization of the Agricultural Organization Societv of 
England established in 1901 about a dozen Credit Societies 
after the German tape hn\e been started, as also a few 
1 own Banks The Rural societies are registered under the 
Friendly Societies’ Act and the Town Banks under the 
Industrial and Provident Societies’ Act 

Ireland — In Ireland, the Co-operative movement has 
taken a turn different from that of England Since the 
establishment of the Irish Agricultural Organization Soci- 
ety in 1894, a l ar f?<- number of Credit societies of Raiffeisen 
type have been formed and registered under the Friendlv 
Societies’ >\ct Other tvpes of agricultural societies have 
also been formed on the Danish model and registered under 
the Industrial and Provident Societies’ Act The chief 
characteristic of the Irish Credit Societies is that there are 
ver) few deposits in them, and this fact is attributed to the 
competition of the Post Office Savings Banks with their 
Government guarantee Capital required b\ the Societies 
has been obtained bv Government loan and overdrafts from 
joint stock banks 

The Scotch Cash Credit Banks — There are no Town or 
Country Co-operative Banks in Scotland, but private banks 
have been successful satisfying the need of the small men, 
both in the towns and countrv districts Scotch agriculture 
owes so much to the banks, that it would be impossible to 
deal with the agricultural improvement of the countrv with- 
out mentioning them The Scotch Banks are not special 
banks, but general, dealing with all classes of commerce, 
trade, industrv and agriculture Their development was 
twofold, first, in the eighteenth centurv they developed local- 
ly as individuals, these individuals developed into partner- 
ships, with a local range, like that of the country banks of 
England, they issued their notes as a safe and cheap sub- 
stitute for gold in the old days when communications were 
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few and dangerous But m the beginning of the nineteenth 
century, as commerce and communications, developed, joint- 
stock banks were started and pushed their branches into the 
districts, absorbing the old private corporations 

Methods of Work — Their success seems to be due parti} 
to their power of attracting deposits, partly to their issue 
•of notes which formed a cheap, portable and safe currenc\, 
partly to their invention of cash credits, and partly to the 
thrift}' and prudent characteristics of the people They ac- 
cepted on deposit very small sums, granting interest on 
them, and thus developed habits of banking among a race 
naturally inclined to be thrifty and hard working, these 
deposits finding insufficient investment, the cash credit sys- 
tem was invented, by which operating loans were granted 
to solvent persons, or men of known good character, who 
gave a bond with two sureties for the maximum amount of 
the advance, all drawings were charged with interest, while 
all repayments were credited with somewhat lower interest 
as deposits 

Good Results — In this way while the bank obtained a 
profitable investment of its funds, and an incessant circula- 
tion for its notes, the industrious borrowers got funds at the 
cheapest possible rate, and acquired habits of punctuality 
and thrift Industry in general and agriculture in particular 
was immensely helped by these advances The result of this 
is that even at the present day, com is comparatively little 
used in Scotland, everybody' down to the domestic servants 
uses the medium of the Banks, so that the notes of the 
Banks or their cheques are the common circulating medium 

Extension of Operations by Branches — The branches have 
penetrated even to the villages The Banks’ agents first 
went out. with a box of notes to markets and fairs, and made 
themselves and their bank’s credit and other facilities known 
to the farmers, as soon as the bank became fairly known 
In a circle, it sent out a branch there 



1 ST 


Meat of the System — The Scotch banks worked wholl} 
without pm litres or concessions, and solely In their own 
merit nnd by their adaptation to their emironmcnt It must 
he remembered that the agricultural clients of the Scotch 
banks are tenant farmers, not proprietors, with nothing to 
guarantee their sohence sate their own industry and capa- 
city , their leases are seldom biyond nimteen sears which is 
the regular Scotch ma\imum term, and thee ha\c no pro- 
prietors interest in the land to offer on mortgage, their 
sureties merely depend on the character of their principal 
and the object of their loan 

Causes of Success — The causes of the success arc the fol- 
lowing Thrifty and industrious people — the thrift of the 
Scotch people is well known, though the peasantry are not 
proprietors, their average holdings are about 15 acres, the 
enterprise of the banks which multiplied their branches into 
the villagis, and the education of the people, the spread of 
which was hargeh due to the clergy \s Lord Macaulay has 
said, Scotland lias been transformed by her Schools and 
Batiks Sir Daniel Hamilton, the enthusiastic co-operator 
of Bengal, has been incessantly adeocating the introduction 
of tin Scotch banking and the note system (one rupee notes) 
in the Indian villages But it is doubtful whether the re- 
quisite kind of men can be found in our rural areas to take 
up the work, and whether Government will ever consent to 
the note issue, which in this country is a State monopoh 
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CHAPTER XXV 

CO-OPERATIVE CREDIT MOVEMENT IN INDIA 
I Agricultural or Rural Credit 

De rlopnicnt of Rural Credit — Why it recti <cd special attention — 
Constitution of an Agricultural Credit Society — Members of the 
Society — Initial capital and Share system — Management — Powers of 
the general nucting — funds of the Society — Loans to members — Pur 
pose and Periods of the Loan — Security for Loans — Amount of 
Loan — Di tsion of Profits — Share of profits to Charitable purpos 
cs — Supcniston — Audit — Credit Societies among bad vard classes — 
Progress of Rural Credit Societies 

Development of Rural Credit — The co-operative move- 
ment in India, began with the development of credit, es- 
pecially among the agriculturists, the first Act of 1904 hav- 
ing contemplated only Credit Societies to be formed Even 
after the enactment of the later Aet of 1912, allowing the 
formation of other types of societies, attention was mainly 
directed to the consolidation and expansion of the rural 
credit societies, by the establishment of Unions to provide 
for supervision over them, and of the establishment of Cen- 
tral Banks and of the Provincial Banks, for tapping the 
banking market and to work as balancing centres for the 
societies 

Why n received special attention — The reason of this 
concentration of ell'oit on agricultural credit could easily be 
explained More than 70 per cent of the population of the 
country depend solely on agriculture By the combination 
of various adverse causes, the economic condition of the 
agriculturists had become extremely depressed, and thev 
were weighed down by a load of heavy debt carrying usuri- 
ous interest The various measures devised by Government 



for their relief, including cheap Tagai Loins, did not prove 
successful Accordingly, the co-operative Acts were pissed 
to relieve the situation by the formation of societies to bring 
easy credit v ithin their reach The whole machinery of the 
Co-operative Department, appointee! by Goyernment m the 
y.irious Froyintes of die country, directed its elTorts toyvards 
tin establishment of Credit Societies in the Milages 

Constitution of an Iprtcultural Credit Society — 1 he 
Cndit Society of the agriculturists is of the Raiffeisen type 
Its liability is unlimited to afford sufficient security for the 
outsidt credit it stands in nice! of One society in one vil- 
lage is the gineral rule, which ensures mutual knowledge 
imong the members But in sparsely populated areas, a 
society is started for a small group of neighbouring hamlets 
or villages, and where the population is large, more soci- 
eties than one are formed in the same v illage 

Members of the Society — The society starts with a small 
number of members not less than 10, who silcct other mem- 
bers from among the villagers The nr crags number of 
members in a society is about 60 in the Bombay Presidency , 
about 55 in Madras, while it is 25 to 30 in other Provinces 
The average number of members per society in India works 
out at }i The ar crags in other countries is as follows 
Gtrnwny 94, Italy 50, Japan 105, Austria 130 

I he larger the number of members m a society the mors 
difficult becomes its efficient management On the other 
hind, if the number be very small, the incidence of the 
eost of management becomes proportionately large, leaving 
1 smaller margin for the reserve 
In the two Provinces of Bombiy and Madras, the margin 
between the borrowing and lending rates is much smaller 
than in others, as will be seen later on 1 his perhaps ac- 
counts to some extent for the larger average in tin number 
of members per society in those two Provinces 

Initial Cnfntal and Share System — In every society some 
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small initial capital is raised from the members In most 
Provinces this is done m the shape of shares, while m others 
m the shape of deposit, not withdrawable before io jears 
In the original Raiffeisen system, there were no shares at all 
But later on, to satisfy the requirements of the German 
Co-operative Law, shares of small value were adopted In 
India, by experience of the last few years, it is found that 
the share system enables a society to build up its owned 
capital much sooner and quite automatically A share is, 
in fact, an advance payment of a portion of unlimited liabi- 
lify Compulsorj deposits are withdrawable after to jears, 
but share amounts are not Shares are generalfy of a small 
\alue and are made payable by instalments There is no 
danger of dividend hunting m view of the limitations pres- 
cribed by the Act and Rules, as will be noticed hereafter 
Ml Provinces, except Bomba) , Central Provinces and Ben- 
gal, have adopted the share system In the Bomba) Presi- 
dency, it was introduced from the commencement in Sind, 
and later it is being introduced in the rest of the Province in 
all newly started societies 

Management — The affairs of a sociefy are administered 
by a Managing Committee consisting of 5 to 7 members 
elected by the General Meeting, which also appoints the 
Secretary The Chairman is elected b) the Committee 
Each member, whether at the General or Committee Meet- 
ing, has onl) one vote, the Chairman being given a casting 
vote in case of equality of votes The Secretarv is generall) 
one of the members, if one having some education can be 
found, otherwise he is an outsider Sometimes a single Secre- 
tan, serves a group of neighbouring societies The manage- 
ment is gratuitous, but the Secretary is paid some remunera- 
tion The Committee has the power to enroll members, accept 
deposits, arrange for outside loans, sanction advances to 
members, make timel) recoveries, grant extensions in suit- 
able cases, recall loans in cases of misapplication or default 



191 j 

d take action ag ainst the 

„ instalments, and taw 

m payment o ^ arbltrat ,on Gefieral Meeting of 

.suiters by al Meeting to appomt the 

Powers' of Pie s0C)Cty bas the P conSldc r the Mi 

the members ° and tbe Secretary, ^ statement o 

Managing Com o£ the society to sanction 

nual Report o th on th e audit ^ ^ bear a p- 

its accounts, to » and lts amendmcn > nlheff at- 

tlre society s ^ of the Committee, a lo an, 

peals from the d 0 f loan, a bein g final 

P ter of extension oUhepe^ ^ ^ these matter ^ ^ to 

Funds of the ?rom me mbers an sup plemented m 

up of deposits firstly ^ {unds are large^ Ba nhs 

from non-mem by borrowings ^ ^ Punjab, the 

the majority 0 p de nc> , and nex mounts of 

movement, G °;^fowned capital Jte extent of ° 
society but equal t of deposits o &nd can only 

capital, whether m^tb ^ the b> ^ aw , ^ ^ m0St 

V.nd by the lim ‘ ff ° of the General \i«* necessa ry 

"^oe raised by the q{ the Registrar ma d c 0 nl> to 

Provinces the ^san ^ __ LoanS by a S ” C ' C advanc ed to a mem- 
1 L0 ' im *° The maximum amount ^ . la%vs , and is P«*- 

. cnbed within that 



192 


ful consideration of his requirements and assets The Com- 
mittee determines the amount to be advanced to each mem- 
ber within the limits so prescribed 1 hesc precautions are 
quite necessary to check improvident or excessive borrow- 
ings and thus to safeguard unlimited liability 

Pitrposi and Periods of the Loan — Ihe periods of repay- 
ment of loans are also prescribed by the bye-laws according 
to the purposes Those for current agricultural and domes- 
tic purposes are made for one year, being repayable at the 
■next harvest Those for purchase of bullocks or iron 

implements are made repayable in two to three years, 
.and those for repayment of prior debts or land improve- 
ment are made repayable m five to ten years, but 
in both cases by' annual instalments Loans are also 

made for ceremonial purposes, considered essential bv the 
traditions of the people, they being made repay able by instal- 
ments within a period of two to three years \t the com- 
mencement of the movement, it was suggested by many 
persons that no loans for such unproductive purposes should 
be advanced bv a Society But the idea had to be dropped 
as likelv give to the members a very' plausible excuse for 
^ resorting to the money-lenders 

*V Security foi Loans — Ml loans are secured bv bonds exe- 
rted by the borrower and two sureties Properly speak- 
ingi nC° sureties would be required in an unlimited liabihtv 
society!, > but they are required to ensure the regular payment 
of the L oan and to prevent its misapplication The mortgage 
of the Ajiorrovver’s property is also taken as collateral secuntv 
when tll>e amount is large or the borrower’s position requires 
such a Icourse 

AmoiL n t °f Loan — The amount of a loan to an individual 
membert does not usually exceed Rs 500 in the Bombay Pre- 
sidency,! and is subject to the limitations already indicated 
The limit may be raised with the approval of the General 
Meeting Land the sanction of the Registrar, but without rais- 
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mg the general limit, societies can, with the previous approv- 
al of the Registrar, allow finance in excess of the prescribed 
limit, provided the demand has been approved by the general 
body according to the normal credit statement When the 
loan is required for the repayment of old debts the limit maj 
be raised to Rs 750, or to a higher limit m special cases 
Division of Profits — AH the profits in the case of an agri- 
cultural credit society, as required b} the Act, are to be 
carried to the reserve fund, and no division of profits is 
allowed, even in the case of societies adopting the share 
system The object of this course is to build up a strong 
Reserve Fund within as short a period as possible, so that 
it may add to the security and credit of the society, and 
thus become an additional safeguard against the unlimited 
liability of the society, acting as a sort of a buffer In 
practice, however, after a period of ten years, with the 
general or special sanction obtained from Government, pro- 
fits are divided among the members after carrying half the 
amount to the reserve The rate of dividend payable to 
members is also limited bj bye-laws and Rules In the 
Bombay Presidency, the new Act limits it to 9 per cent 
Share of Profits to Charitable Purposes — A portion of 
the profits to the extent of 10 per cent is allowed by the 
Act to be set apart for contribution to charitable purposes, 
or for co-operative propaganda and education, or for objects 
of public utility Under the Bombay Act, this contribution 
is allowed to be made up to 20 per cent of the profits In 
the Madras Presidency, such annual contributions are car- 
ried to a separate fund known as the common good fund, 
the expenditure therefrom being commenced to be made 
after it reaches a decent figure 
Supervision — No internal supervision is provided in the 
case of Indian Societies, though it forms an essential part 
of organisation in the case of credit societies in German} 
After the enactment of the Act of 1912, Unions of Societies 
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bugrnn to be formed for undertaking the work of suptrvi- 
sion In Burma, such bodies are known ns Guaranteeing 
Unions, and they undertake some fimncia) responsibility 
for loans advanced bv the Central Banks Unions of this 
tvpe were also started in Bihar and Orissa, in the Central 
Provinces and Berar and in Bomba\ , but all these Provinces 
have now abandoned them, and have been adopting other 
measures for supervision The Madras Presidency began 
with Supervising Unions, and this tvpe has now been adopt- 
ed in Bombay In the Provinces of Bengal, Punjab, Assam 
and United Provinces, no Unions of an\ tvpe arc formed, 
the supervision being effected either through the Govern- 
ment agencj or the Inspectors of Central Banks or of the 
Propaganda Federations 

<ludit — The work of audit of the societies is assigned bv 
the Act to the Registrar, and he carries it on through the 
Auditors and Inspectors appointed under him In four Pro- 
vinces the pnmarj audit is carried on through Officers ap- 
pointed under the Propaganda Federation, the cost bcihg 
made up bj a lew made on the societies In Bomba} * and 
Madras the audit continues still to be done bv the Registrar’s 
Department, without a levy being made therefor 

Credit Societies among Backward Classes — Rural credit 
has made ver} little progress among the backward classes, 
like the Bhils etc In Bombay, Government has appointed 
a Special Ofhccr of the rank of a Mamlatdar in Dobad 
(Gu/erat) to form societies among Uil Bhils and to supervise 
their working, the finance being provided b} the Bombay 
Provincial Co-operative Bank, which has started a branch 
in the area There is a demand for work on similar lines 
among the backward people in other parts of the Prcsidenc) 
In the Madras Presidency, a Special Department known as 
the Labour Department looks after the co-operative wotrk 

* A levy for audit is proposed to be made in Bombay 
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among the so-called untouchables, the societies formed being 
of the limited liability type 

Progress of Rural Credit Societies — In the Statistical 
Statements relating to the Co-operative Movement m India 
published by the Government of India no separate figures 
are given regarding credit societies But in the figures re- 
lating to Agricultural Societies those for credit overwhelm- 
ingly predominate From the latest publication for 1928- 
29, including such of the Indian States as have introduced 
the movement by special legislation of their own, it appears 
that the total number of Agricultural Societies in the country 
were over 88,000, their membership was 30 lakhs, and the 
working Capital was over 32 crores These figures, large as 
they are, cover only a small fraction of the total population 
of the country, for we notice from the statements that the 
number of members of Primary Societies per 1,000 inhabi- 
tants was only 14 3, or taking one member to represent a 
family of 5 souls on an average, the movement has touched 
71 5 persons in 1000 or 7 15 per cent of the population 
There is therefore, a vast scope for the further expansion of 
the movement 
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CHAPTER XXVI 
r 

CO-OPERATIVE CREDIT MOVEMENT IN INDIA 
II Urban Banks 

Their need in India — Their advantages — Their inadequate deve- 
lopment — Distinction between Rural and Urban Banks — Their dis- 
tinct Itnes of development — Different kinds of Urban Banks — PEO- 
PLES' BARKS — Share capital — Deposits — Constitution of the 
Banks — Management — The General Meeting — Nature of business — 
Cheques and Bills — Division of Profits — Super-'iston and Audit — 
Progress of Urban Banking — Progress in Bombay — Leading Peo- 
ples Banks in Bombay — Progress in other Provinces 

Their need in India — For a wider development of the 
Co-operative Movement and for its more extensive cultiva- 
tion, it is highly desirable that efforts should be made foi 
starting Urban Banks in ever} Taluka and District centre, 
and even in smaller towns of some importance The Joint- 
Stock Banks or their branches are to be found onl} in im- 
portant trade centres They are concerned with financing the 
bigger tradesmen or the larger industries, and not the small 
artisan or trader, who are obliged to borrow from prnate 
money-lenders at exorbitant rates of interest Usury is as 
much rampant in the towns as in ullages The change in 
the old order of things has had the effect of attracting to 
towns the salary earning middle classes, who stand in need 
of facilities next door to them, for sawng their earnings and 
for obtaining small loans to tide over domestic difficulties 
The artisans, having betaken themsehes to towns for ob- 
taining a wider market for their wares, are struggling for 
adequate finance Men engaged m \ anous crafts and trades 
arc in no less need of monetary help to carry on their call- 
ing A town bank can alone cater adequately for the needs 
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of these diverse classes of people, and serve as centres for 
attracting and mobilising savings in numerous ways 

Their advantages — At present, the savings of our people 
in towns are either used m the purchase of ornaments, or 
find their way to the few big cities by way of investment m 
Government securities, or in shares of joint-stock companies, 
or in the Postal Savings Banks, and are lost to the place 
where they are badly wanted for fructifying its own re- 
sources Urban Banks m our own towns are sure to attract 
all or most of these savings, and to afford financial aid to 
the people who stand in need of it, and promote local trade 
and industry There is hardly any civilised country m the 
world except India, which has to move so much heavy metal- 
lic token money from one station to another to adjust inter- 
nal trade balances, and this primitive and wasteful method 
of circulation of money places a great handicap on the rapid 
expansion of the country’s trade and commerce But Ur- 
ban Banks, when started in all towns, will so organise the 
credit of our countryside as to remove this drawback by 
adjusting these trade balances by means of cheques, bills, 
and other kinds of paper money 

Their inadequate development — Though the Co-operative 
Act has afforded equal facilities to Urban Banks as to the 
rural credit societies, the development of the former has 
not received sufficient encouragement to an appreciable ex- 
tent except in the Bombay Presidency, and to a lesser extent 
in two or three other provinces 

Distinction between Rural and Urban Banks — Urban 
Banks do not exclude agriculturists from their operation 
In Germany and Italy, they render service to a large number 
of them In India, many Urban Banks finance agriculturists 
somewhat of a higher class, and even made loans to rural 
societies at a time when the Central Banks had not come 
into existence Nevertheless, Urban Banks are formed 
mainly by non-agriculturists, and they differ in general 
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policy and aims, and in business methods and organisation, 
from rural credit societies The agriculturists in a village 
form a compact group, living in close contact with each 
other, and arc wedded to the sod The principle of unlimited 
liability is possible and desirable in the case of credit soci- 
eties formed for them Their financial needs are simpler 
and easily ascertainable, and can be regulated by a set of 
rules The loans are general!} for comparativeh longer 
period, the number of transactions are few, the turnover of 
capital is slow, and account-keeping is much simple The 
urban population, on the other hand, is a composite group 
formed of salary -earners, traders, artisans, labourers, and 
men following various other professions Most of them have 
no fixed abode The membership is much larger and varied, 
and the corporate feeling is weaker Owing to the cosmo- 
politan composition of membership, the urban bank is often 
marked b} an absence of esprit de corps Such a bank, there- 
fore, can onlv be of a limited liability, each member holding 
some shares in it to form the basis of further credit Short- 
term credit and quick turnover of capital form the essence of 
its business The method of accounts is more complicated, 
and the nature of audit is also different More intelligent 
persons are, however, available to serve on its management, 
persons who are in a better position to understand the bank- 
ing principles The bank attracts a larger amount of local 
deposit capital, and stands less in need of outside financial 
help On the other hand, the rural population, though illi- 
terate, forms a more docile materia! to work upon, while 
the people in towns are more keen about their rights than 
the observance of duties imposed upon them This fact also 
accounts for the demand for high dividends to be met with 
in urban banks, though this tendency has been circumscrib- 
ed m our country by r rules Defaults in the case of rural 
banks are often due to misfortune, while in the case of urban 
banks to apathy and indifference Fortunately, most of the 
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defects observable m the earlier y ears of the urban banks 
have gradually been disappearing, and the banks are exhi- 
biting an improvement both in tone and efficiency 

Their distinct lines of development — In European Coun- 
tries, the distinction between rural and urban banking is 
clearly demarcated and is not allowed to be mixed up In 
France, where urban banking has considerably developed 
after the War, the line of distinction between the two has 
been clearly drawn Rural Banks are under the Minister 
of Agriculture, and Urban Banks are under the Minister of 
Commerce In India, the two branches have been mixed up 
and placed under the charge of the same Registrar, with the 
result that his time being engrossed in rural work, the urban 
interests are very nearly neglected It would be much bet- 
ter if urban co-operation falling under different heads were 
placed under a separate Joint Deputy or Assistant Registrar, 
though he may be working under the same Registrar 

Different kinds of Urban Banks — Urban Banks have tak- 
en different forms in this country , chiefly in search of a com- 
mon bond for the formation of a society They mav 
accordingly be classed under three principal categories 
(1) Peoples’ Banks or Town Banks These are found in 
large number in the Bombay Presidency, and to a smaller 
extent in the Madras Presidency (11) Employees’ or Salarv 
earners’ Banks These predominate m Bombay and Bengal 
(111) Communal Banks which prevail chiefly m Bombay 
Thus, Bombay takes the lead in all the varieties of Urban 
Banks The working system of all of them is in many res- 
pects similar and will be described in this chapter in refer- 
ence to Peoples’ Banks The distinctive features of other 
kinds of Urban Banks will be described m the next chapter 

PEOPLES’ BANKS 

Share Capital — The working capital of all the Urban 
Banks is formed in the first instance by shares, and is sup- 
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plemented by large deposits Shares are of the value of 
Rs 5 to 25 each, and generally only a part of capital is 
called, the rest being treated as uncalled reserve No mem- 
ber can hold shares of the total value of more than 
Rs r,ooo Under the Bombay Act, this limit is raised to 
Rs 3,000 Another limitation is that no member can hold 
more than one-fifth the share capital of the society By 
virtue of these limitations and those on dividend and voting, 
very few members care to hold more capital than is neces- 
sary The total amount of deposits and loans to be received 
by an urban bank is limited to 8 to 10 times the paid-up 
share capital plus the reserve fund 

Deposits — Most of the Urban Banks are in a position to 
attract sufficient working capital by means of deposits of 
members and non-members, and therefore do not stand in 
need of outside loans, except for temporary accommodation 
as a liquid resource, which is obtained from the District 
Central Banks or the Provincial Bank, generally on the se- 
curity of their own deposits placed with them All kinds of 
deposits are introduced, such as current, savings, and fixed 
The rate of interest paid on current accounts is 2 to 3 per 
cent , on savings bank deposits about 4 per cent , on fixed 
deposits about 5 to 6 per cent These are the usual rates in 
Bombay In other Provinces, higher rates prevail 

Constitution of the Banks — The constitution of the Peo- 
ples’ Banks in India resembles the Italian Luzzatti type more 
than the German Schulze-Dehtzsch type, but the lines of 
business have not yet attained the methods to be met with 
in either of these foreign models, which are more suited to 
artisans and traders These classes m India are yet illiterate 
and are incapable of taking an active part in the manage- 
ment and in moulding the system to suit their requirements 
The Banks are mostly managed by the intelligent middle 
classes, yet they help in their own way such of the artisans 
and traders who seek loans from them 
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Management — The affairs of the Bank are governed by a 
Committee or Board of Management of 7 to 12 members 
elected by the General Meeting The Committee members 
generally render free service, without receiving sitting fees 
The Committee has the power to admit members, to receive 
deposits and loans, to sanction loans to members, to appoint 
a paid staff, to appoint the Secretary and the Chairman, to 
examine accounts and the annual balance-sheet, to recall 
loans, and to take proceedings against defaulters Day-to- 
day work is carried on by a paid staff, sometimes under a 
paid Secretary or a Manager 

The General Meeting — The General Meeting has the same 
powers as in the case of a rural credit society, with one addi- 
tional function of appointing an auditor to carry on continu- 
ous audit It may be pointed out that in Germany, the 
General Meeting only appoints Committees and passes the 
balance-sheet, all other work done by the general meeting 
of Indian Societies is assigned to the Committee of Supervi- 
sion, which does the work of continuous audit and supervi- 
sion and also that of regulating the limits of finance of the 
Bank and of its members, and of fixing the rates of interest 

Nature of business — Loans form the main, and in most 
cases the only, business of the Bank The usual period is 
one year, and repayment is usually by monthly instalments 
With a view to preventing capital being locked up in long- 
term loans, the bye-laws in some societies provide that not 
more than a certain portion of the capital shall be used for 
loans for periods over one year The purposes of the loans 
are payment of debts, domestic needs, education of children, 
promotion of trade and industry Those for trade are usual- 
ly made as cash-credit, and the rest as fixed advances 
Bonds and not promissory notes are taken as security for 
loans The usual rate of interest is per cent in the 
Bombay Presidency , while in other provinces it varies from 
12^ to 15^ per cent Loans are generally made on personal 
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sureties, but the Bank accepts the security of Government 
Paper, shares and bonds of recognised concerns, land and 
buildings, and life insurance policies to the extent of their 
surrender -value Advances against gold and silver are not 
usuallv allowed bv the bve-lavvs, but of late it is contem- 
plated to allow advances on such security with proper safe- 
guards made for valuation and safe-custodv Loans on the 
security of goods or bills of lading or railway receipts of 
goods are very rare This line of business, however, de- 
serves attention for the development of trade 

Cheques and Bills — In the Bombay Presidency, the cheque 
system has considerablv developed, and the business of issu- 
ing and discounting Hundis and Demand Bills of Exchange 
has received much attention from Urban Banks The latter 
business is mainly intended for affording facilities for the 
transmission of funds from one centre to another, and may 
in course of time lead to dealings in Trade Bills The mam 
difficultv in the wav of fuller development of this kind of 
business is the want of adequate facilities for the retransmis- 
sion of funds The R T Rs (Remittance Transfer Receipts 
on Government Treasuries) are verv grudgingly issued, and 
there is no system similar to the postal drafts which are 
issued free of charge to co-operative societies in many coun- 
tries, chiefly in Germanv 

Division oj Profits — Not less than 25 per cent of the pro- 
fits are carried to the Reserve Fund under the statute, some 
societies even cam a higher percentage to strengthen their 
position A part of the profits is set apart for co-operative 
and educational purposes and for payment of bonus to the 
staff The rate of dividend varies from 6 to 12 per cent, 
in the Bombay Presidency, however, it is limited to 10 per 
cent by the Local Act 

Supervision and Audit — There is no internal supervision 
on the lines of the German system Some banks had made 
an attempt to appoint Boards of Supervision, but it was on!y r 
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a casual supervision of work that was intended The ex- 
periment, however, did not prove successful All banks, 
however, appoint an auditor of their own for continuous 
checking of their accounts and vouchers The annual audit 
is carried on bv the Government Auditors appointed under 
the Registrar In the Bomba) Presidcnc), an audit fee is 
charged in the case of all kinds of Urban Banks having a 
working capital of Rs 50,000 and above The Urban Banks 
of Gujerat (in the Bomba) Presidency) have organised a 
Supervising Union with a paid competent supervisor to ins- 
pect the Banks, to examine their accounts, and to give 
general instructions The cost is met by a levy on all the 
Banks concerned Onlv bigger banks of the Peoples’ Bank 
type have joined the Union , but it proposes to extend its 
operation to other banks as well 

Progress of Urban Banking — The Statistical Statements 
relating to the Co-operative Movement in India give no im- 
portance to Urban Banks, and have classed them m the 
categor) of non-agncultural societies, which form a non- 
descript group consisting of every kind of societies not con- 
cerning the agriculturists, such as stores, producers’ soci- 
eties, weavers’ societies, housing societies, and also credit 
societies started for non-agncultural backward classes and 
the mill-hands However, even in the non-agricultural 
group, urban credit societies predominate, just as rural 
credit societies do in that of agricultural societies In the 
statements for the year 1928-29, the total number of non- 
agricultural societies is shown to be over 9,700, that of their 
members over 9,90,000, and their working capital over 13 
crores Considering the fact that the urban population is 
not more than xo to 15 per cent of the whole, the progress 
of Urban Co-operation is proportionately much more marked 
than in the case of rural co-operation noted in the previous 
chapter But this is a much smaller achievement than what 
is possible In India, banking facilities being very few 
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there is an unrivalled field for urban banking, and if co- 
operation does not take advantage of this favourable oppor- 
tunity, it might lose it for ever 

In Bombay — In the Bombay Presidency, which leads all 
others in the matter of Urban Banking, the working capital 
of non-agricultural societies in the year 1929-30 exceeded 
even that of agricultural societies, the former being 410 
lakhs as against 436 lakhs of the latter, and out of the total 
number of 580 urban banks with a working capital of over 
424 lakhs, only 76 with a capital of over half a lakh alone 
owned 282 lakhs 


Leading Peoples’ Banks — Among the leading peoples’ 
Banks in the Presidency, the following may be mentioned — 


t 

Name | 

Working: Capital 
in lakhs of Rs 

The Dharwar Urban Bank ! 

8 

The Southern Maratha Bank ! 

10 

The Hubli Urban Bank 

8 

The Belgaum Pioneer Bank 

10 

The Surat Peoples* Bank 1 

10 

The Nngar District Bank 

9 

The Mercantile Bank of Karachi 

7 


In Madras, the Madras City Bank, the Vizianagaram Bank 
and the Salim Bank have each a working capital of nearly 
two lakhs 


Progress in other Provinces — The progress in other pro- 
vinces will be seen from the following figures — 



No of Urban 
Societies 

Total Working 
Capital m lakhs 

Bomba} 

oSO 

404 

Aladras 

793 

200 

Bengal 

310 

200 

Burma 

287 


Punjab 

60 

35 

Bihar and Orissa 

7T 

22 

United Provinces 

67 

17 

Assam 

40 

14 

C P and Berar 

21 

9 

Ajmer-AIerwara 

47 

3’ 
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CHAPTER XXVII 

CO-OPERATIVE CREDIT MOVEMENT IN INDIA 

III Other Types of Urban Banks 

EMPLOYEES’ OR SALARY EARNERS’ BANKS —Some Typi- 
cal Societies — The G I P Ry Employees’ Society — FACTORY 
EMPLOYEES' SOCIETIES — Societies tit Bombay — Soctelies 
under the Welfare Institutes of Bombay — Societies under the Soctal 
Servtce League — Societies of other Labourers — The IVifrad Credit 
Society of Bombay — Debt Redemption Societies of Bombay — Megh- 
wal Credit Society — European me'hods of co-operation among the 
Labouring Classes — Thrift Societies — COMMUNAL SOCI- 
ETIES — The Shamrao Vithal Co operative Bank — Other Com- 
munal Banks — Other types of Communal Societies — EDUCA- 
TIONAL CREDIT SOCIETIES— ZAMINDARI BANKS 

Employees’ or Salary Earners’ Banks — Next to the Peo- 
ples’ banks, the most important class of urban societies are 
those of the salary earners They are formed by persons 
serving- in Government offices, under semi-government bod- 
ies, in municipalities, and in commercial firms Their chief 
■characteristics are that the shares are subscribed by monthly 
■subscriptions, taking the form of compulsory saving , one or 
two higher officials belonging to the office have an ex-officio 
place on the Managing Committee, the rest of the members 
being elected by the general meeting , loans are based on the 
paying capacity of the borrower, judged by the extent of 
the salary he draws, and repayments are deducted from the 
salary by the office and are paid into the Bank, the books 
are maintained very carefully and efficiently, and a paid 
staff is maintained in the case of larger banks, out of the 
profits, 25 per cent are carried to the reserve as required by 
the Act, a portion is set apart for common good, such as 



Widows’ Fund, i tc , and the r< st i« divided inning the inctn* 
be rs is ehv idt nd 

I he rule requiring is; per tent of tin profits to b< carried 
to tlte ri serve is consult red to be too rigid in tlu t w of 
societies working under such s.iftpti irtls, mtl it is suggest- 
ed tint to per cent should suflkr, when by the socu U would 
be enabled to spend t large r portion of the profits for tin 
bentfit of the members 

From the mture of the working it will in seen tbit the 
mor d forct of tin cooperative clement is pheed in tin 
b tekground in the e ise of this class of societies bv f< a son of 
the system of recoveries from pav-shcit* and the influence 
wielded by the superior oibcials enforcing discipline in the 
ranks of the members 

On tlie other hand, the socutus m well man iged, liave 
helped to promote thrift, and rescued the numbers from the 
clutches of the ntonev -lenders Sonu btnks, esptcialh in 
tlic ease of Railw ly societies, carry large imouni of profits 
for the welfare of the staff, while those formed bv postal 
employees have taken over from the Insurance Companies 
the work of issuing Fidelitv bonds required from the mem- 
bers by the Department 

Some typical locietw ; — I hese societies predominate in 
the Presidencies of Bombay, Madras, and Bengal In Bom- 
bay, the societies of this type having a working c ipital of 
over half a lakh are 20 in number, the principal ones being 
the G I P Ry Employees’ Society with a working capital 
of 43 lakhs, the B II S.C I Rv Emplovccs’ Society with 
that of 35 lakhs, the East Khandcsh Government Servants’ 
Society with over 6 lakhs, the Bombay Post d Employees’ 
Society with 4 lakhs In the Punjab, though the number of 
such societies is very small, the N W Railway Society 
is one of the biggest concerns, having a membership of 
over 9,000, and a working capital of 2S lakhs It comes 
very close to the two Bombay Ry societies The Punjab 
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Government Telegraph Society is also a fairly big concern 
having a working capital of 3 lakhs In Madras, the M 
&- S M Ry Society has a working capital of 12 J lakhs, 
the S I Ry Society of 11 lakhs, the Postal and Telegraph 
Society of 7* lakhs In Bengal, the Assam Bengal Ry Soci- 
ety, the Darjeeling Himalayan Ry Society are some of the 
big societies, and there are also several big Govt employees’ 
societies which are doing very good work The United 
Provinces Postal Society is also a fairly big society 

The G I P Ry Employees’ Society — This is the biggest 
society in the whole lot In 1929, the number of its members 
was 16,000, its share capital amounted to 9 lakhs, the work- 
ing capital to 43 lakhs, and the reserve fund to 2 lakhs 
It may be pointed out that the B B & C I Society comes 
very close to this society Its membership, however, is 
much larger, being 25,000 in 1930 
Factory Employees' Societies — These societies are mostly 
formed for the workers m the cotton mills in Bombay and in 
other centres They differ in many respects from the salary 
earhers’ societies described above 1 he members are mostly 
illiterate, and are generally addicted to drink They are 
often prone to go to their native place at least once a year, 
and they stay there for months together Their wages are 
fixed with little chance of increment The societies requite 
outside assistance to conduct the secretary’s work and also 
outside guidance in the conduct of their affairs There is 
no constant flow of monthly subscriptions Repayments of 
loans by deduction are resented by members, and therefore 
such a course is not resorted to by the employer, unless the 
request comes from the Society The most disturbing factor 
in the case of these societies is that they become completely 
disorganised by labour strikes 

Societies in Bombay — There are 179 mill-hand societies 
m Bombay They may be divided into two groups , m the 
first group, come those societies that are organised on the 
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basis of the factorv in which the members work, and in the 
second, those formed on communal basis or that of 
residence 

Societies under the Welfare Institutes of Bombay — The 
societies falling under the former group are helped by the 
emplovers as a branch of their welfare work through 
the welfare institute started therefor, such as that of the 
group of the mills belonging to the Tatas with 8 societies, 
the Sassoons with 18 societies, and the Currimbho\s with 30 
societies Each Institute has employed a supervisor to look 
after the societies under it In case of defaults by the bor- 
rower, the supervisor is helped to make recoveries through 
the employers 

Societies under the Social Service League — A large num- 
ber of the societies in the other group are helped by the local 
Social Serv ice League as a branch of its activities, receiving 
a grant of Rs 1,000 from Government for the purpose 

Societies of other Labourers — Credit societies are also 
started for sweepers and other menial employees of munici- 
palities, the peons and other menial servants in big offices, 
or labourers employed in docks, railways etc They stand 
very nearly m the same category- as that of the mill-workers’ 
societies, but are, however, less liable to the danger of pro- 
longed strikes 

The Warad Credit Society of Bombay — This is one of the 
best managed society of labourers Its membership is con- 
fined to persons coming from the village Warad in Malvvan 
The society has attached to it a store department for the 
sale of such simple articles as soaps, matches and the like, 
and it has also a sort of a Death Benefit Fund 

Debt Redemption Societies of Bombai — A number of 
societies of this type were formed m Bombay under the 
name of Debt Redemption Societies, their chief features 
being that members were helped to pay off their usurious 
loans borrowed from money-lenders with the help of loans 
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advanced bv societies, the funds for that purpose being 
mainly made up of deposits obtained from well-wishers 
The unpunctual repa\ments, however, brought most of these 
societies to grief, all efforts for recovers having proved fruit- 
less The experiment showed that wholesale redemption, 
without the previous inculcation of the habit of thrift, is 
doomed to failure 

Meghwal Credit Society — The only society left intact out 
of the wreckage is the Meghwal Societv of the Municipal 
Sweepers Iwo reasons may be assigned for its success 
It had an energetic Secretary, who is a Municipal School 
Teacher drawn from the communitv He effected repay- 
ments of the instalments of loans on the pay da\ in the 
municipal offices The success of the society’ has raised the 
moral tone of the members to a considerable extent 

European methods of Co-operation among the labouring 
classes — It may be noted that co-operation among the work- 
ing classes of Europe has taken the form, not of credit, but 
of the various devices for the direct development of thrift, 
such as the friendly societies, building societies and the 
stores, all of which have considerably improved their mate- 
rial condition There is a large scope for the development of 
thrift among the working classes of India, in spite of the 
lower wages they get, for unlike the middle classes, both men 
and vvomen and adult children among them are earning 
members It is the vice of drink that takes away their 
hard earned wages, which, bv a well regulated intensive 
propaganda, may be diverted to safer and beneficial channels 
Credit societies without the development of thrift might only 
mean the transfer of debt from one source to another This 
aspect of the question deserves serious consideration at the 
hands of persons working for the uplift of these people 

Thrift Societies — In India, friendly societies are unknown 
Stores have mostly failed, mainly because the ground remains 
unprepared, and building societies would be impossible with- 

14 
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out the people passing through the earlier stages of thrift 
Societies for the collection of sa\mgs are formed in India 
under the name of thrift societies The Punjab has gn en the 
lead in ha\ing 962 registered thrift societies, which hate 
together collected nearh Rs S lakhs The majontj of the 
members in them are, lioueter, salart earners, like school 
teachers etc , the wage earners forming onh a small propor- 
tion In the case of the 116 thrift societies of Madras, the 
wage earners predominate, most of them being the members 
of no societies formed m a single district of South Canara 
The number of thrift societies in the other protinces does 
not go much abot e a dozen In the reports of the Registrar, 
the societies of this tjpe are classed in the group of Urban 
Credit Societies, for the reason that the} adtance loans to 
members on the security of their deposits 

Communal Societies — The third class of urban banks are 
those formed b} the tanous classes of people taking the 
communal bond as the basis The} mai also be ditided 
into two categories In the first mai be included those 
formed b\ communities whose educational let el is compara- 
tnel} higher A majonti of the members of such societies 
are emplo\ ed in some offices, and the} stand in greater need 
of encouragement to sat e than to borrow , except m unfore- 
seen emergencies These societies are able to get intelligent 
members to conduct their affairs, and the books and accounts 
are, therefore, well kept Thet collect large amounts of 
deposits in various forms One special form of recurring 
deposits, known as accumulating or cumulatite deposit, con- 
sists of uniform payment eter} month, and is repayable in 
a lump sum with compound interest at the end of the stipu- 
lated period The S}stem affords stimulus for sating for 
such occasions as marriage, education of the children, etc 
These societies set apart a portion of their profits for edu- 
cational and other common purposes 

If the communal bond is a source of strength m some 
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out the people passing through the earlier stages of thrift 
Societies for the collection of savings are formed m India 
under the name of thrift societies The Punjab has given the 
lead in having 962 registered thrift societies, which have 
together collected nearly Rs 8 lakhs The majority of the 
members in them are, however, salary earners, like school 
teachers etc , the wage earners forming only a small propor- 
tion In the case of the 116 thrift societies of Madras, the 
wage earners predominate, most of them being the members 
of no societies formed in a single district of South Canara 
The number of thrift societies in the other provinces does 
not go much above a dozen In the reports of the Registrar, 
the societies of this type are classed in the group of Urban 
Credit Societies, for the reason that they advance loans to 
members on the security of their deposits 

Communal Soctcties — The third class of urban banks are 
those formed by the various classes of people taking the 
communal bond as the basis They may also be divided 
into two categories In the first may be included those 
formed by communities whose educational level is compara- 
tively higher A majority of the members of such societies 
are employed in some offices, and they stand in greater need 
of encouragement to save than to borrow, except m unfore- 
seen emergencies These societies are able to get intelligent 
members to conduct their affairs, and the books and accounts 
are, therefore, well kept They collect large amounts of 
deposits in various forms One special form of recurring 
deposits, known as accumulating or cumulative deposit, con- 
sists of uniform pajment every month, and is repayable in 
a lump sum with compound interest at the end of the stipu- 
lated period The system affords stimulus for saving for 
such occasions as marriage, education of the children, etc 
These societies set apart a portion of their profits for edu- 
cational and other common purposes 

If the communal bond is a source of strength in some 



respects, it also proves to be a source of weakness in others, 
inasmuch as the members look upon the bank to advance 
loans when demanded as a matter of course, and not as a 
matter of business Discipline is sometimes difficult to 
maintain when a sense of rights predominates over a sense 
of du tv among the members The Committee, too, maj at 
times be moved by a sentiment of fellowship either in lend- 
ing or in enforcing repayment, the business aspect being 
thereby made somewhat loose Many societies are on the 
whole well conducted, and most of them are found in the 
Bombay Presidency 

The Shamrao Vithal Co-operative Bank — One of the old- 
est and the best example of a communal society is the one 
organised by the present writer m 1906 under the name of 
the Shamrao Vithal Co-operative Bank At the end of 
March 1930, its paid-up share capital amounted to over 
Rs 82,000, Rs 12 only being called out of shares of the 
value of Rs 25 each, deposits of various kinds amounted 
to over Rs 10 lakhs, the total of the loans advanced during 
the year amounted to over 5 lakhs, the reserve fund stood at 
Rs 1,16,500, and the total working capital was over Rs 13 
lakhs The bank’s dividend is limited to 6 \ per cent and it 
pays every year a decent amount for the promotion of edu- 
cation in the community , an amount of Rs 2,600 being 
donated in 1930 It has four branches and 3 sub-branches m 
the districts, carrying on business within the powers grant- 
ed to them The bank has accumulated a large unutihsed 
surplus capital which is partly invested in die Provincial 
Co-operative Bank and partly in guilt-edged securities In 
the earlier years, when no Central Banks existed, it advanced 
loans to rural credit societies on the recommendation of the 
Registrar 

Other communal Banks — A number of banks of this type 
exist in the Bombay Presidency, 28 of them having each a 
working capital of over half a lakh The following are the 

14 * 
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leading banks of the tvpe —The Khudabadi Amils’ Bank of 
Sind ha\ ing a working capital of nearlv Rs 12 lakhs, the 
Reddv Communal Bank of Dharwar of Rs 5^ lakhs, the 
Hi derbadi Amils’ Bank of Smd of Rs 5^ lakhs, the 
Hanak Bank of North Kanara of nearli Rs xi lakhs, the 
Zorastrian Co-operatne Bank of Rs 3 lakhs, the Namdeo 
Co-operativ e Bank of Bombai of Rs 2 1 lakhs The Catholic 
Co-operatn e Bank of Mangalore in the Madras Presidenci 
of Rs 4 1 lakhs, also desen es a mention 

Other types of communal societies — Under the secon 
class of communal societies ma\ be included those formed 
b\ artisans and craftsmen Most of the communities in the 
countri being formed on the basis of occupations or ioca 
tions, it affords the nexus for the formation of a co-operatn e 
societi The largest class of societies are those formed bv 
handloom weavers Mam of these societies, however, are 
being converted into producers’ societies, affording facilities 
for the purchase of varn and for the sale of finished goods 
Such societies are therefore described under the chapter or 
“Producers’ Co-operation” 

Educational Credit Societies — There are some credit soci 
eties specialh formed for promoting education bv adv ancint 
loans to deserv mg students at a low rate of interest Tb 
loans are made on personal secuntv, and when the amoun 
is large, a Life Insurance Policv is taken out Thev ar 
generallj reparable bv instalments after the students begi 
to earn There are about a dozen such societies in th 
Bombav Presidencv and thev are all restricted to particula 
com ^unities 

Zaimndan Banks — Three banks under this name ai 
started in Sind for the benefit of big landholders requirin 
loans of larger amounts than an ordmarv credit society 
allowed to grant Thev must be distinguished from tl 
Zamindars’ Societies of Bengal, which are started to take 1 
large areas of land for being div ided among the membe 


214 


CHAPTER XXVIII 

AGRICULTURAL CO-OPERATION 
General Principles 

Ad- milages of Co operation to Agriculture — Its application m differ- 
ent countries —Its Scope — Agricultural Production — Its advantages — 

Co operatne Supply of goods — Marketing of produce — Organisation 
of Stages — Factors of Success — Elements of Successful Sale — Caus- 
es of failure — The Pool — Principles of Marketing of Cotton — 
Details of Sale — Special Facilities — Progress tit European Countries 

Advantages of Co-operation to Agriculture — The appli- 
cation of co-operative methods to agriculture has become 
verv common in European countries, and has been the cause 
of material benefit to the peasantry It is not confined to 
a single purpose, but is extended to a variety of activities, 
such as but mg, selling, comerting produce into a better 
marketable commodity , storage of produce for a better 
market, improving the breeds of live-stock, insuring farm- 
ers’ propertv against risk and furnishing mond) for all agri- 
cultural operations Further progress in the sjame direction 
in advanced countries has enabled farmers to undertake the 
joint manufacture of manures and implements, the joint 
supplv of domestic reauisites, and the setting up of' their 
own warehouses for the storage of produce and for t"king 
it to the big markets \ 

Its application m different countries — Thus in the spl\cre 
of agricultuie, there is a vast field open for the employment 
of co-operation But the method of application differs] ac- 
cording to the nature of the object to be gained, sue' . as 
the supplv of funds, the suoph of requisites, the ^ of 
produce, and so on In Denmark, different societies are 
formed for different purposes This was possible on aunt 
of the spread of education in rural areas in that cou itrv 



In Germane, co-opcitiun began when \iilngt.rs were itlitcr-^ 
etc nnc! poor, and \i\ huh cepiippcd with business know- 
ledge, and since it would lint bun dillicult to find efficient 
men to man tgt chiTtrcnt sock tn s, RaifTe im n beg in Ins work 
be forming onh a single soru t\ in each tillage for all pur- 
poses Sv it a rtand began with chct s< -making sotic.u<s and 
soon elm loped co-opt ration in all bn's halt began with 
Satings Hanks anti rapid! made all-round progress Thus 
tilt pectthariU of ktiropc in to-operation is that it aims to 
scree all the needs of the agriculturists, md though it mat 
lint betn started with a limited seope, it rtpidh extended 
to tlu v holt ht Id 

lit Scnfn — \grieultural co-opLration his been distin- 
gutshtd from eo opt ration for agueulture I he latter term 
is used for eo-opiratne farming societies to be met with 
in Itah, Rumania and Russia \gm ulturists in other eoun- 
tries r irch rcmtbini for the form ition of farming societies 
but thei resort tei to-opt ration prartic dh for all other pur- 
pose’s \gneultural eo-oper ition, so fir as credit is eon- 
eerneel, his alrt ath been dealt v ith W c v ill now tied 
with the print iples generning other aspects, chicfh produc- 
tion, sale and xupph \o doubt, supple of household re- 
quisites comes under stori s, but it is usual for agriculturists 
to combine streiccs of supph of both kinds, to minimise 
the cost of running sep irate societies It ma\ be mentioned 
in this connection th it though transactions with non-mem- 
bers arc rcstrieteel so far as credit is conurnid, thee arc not 
restarted, eecn in Germane, in tlu ease of igrieultur el s lie 
and supph, but the quantile of business elone with members 
far exceeds that with non-members 

Agricultural Production — Next after credit, which has 
alrcath betn treated, the mam lines which igriculturai co- 
operation can take ire production, sale md suppl), the last 
two being sometimes treated together as agrieultuial trade 
In the matter of pioduclion of crops or rnv materials, there 
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are scarcely any societies which can be classed under that 
* head, except the joint farming societies already referred to 
Similarly , in the case of societies of animal husbandry of 
Denmark, the animals themsehes are indiiidually reared, 
though their owners resort to co-operation in the further 
stages of the work No doubt, the creamer}’, the bacon-cur- 
ing society, the vintr} , distillerv, and the like would come 
under production, as the milk, pigs, grapes and potatoes 
are converted into a different shape with the help of machin- 
ery Some authors would include even societies for the sale 
of eggs or grain under production on account of the costly 
treatment the produce receives before it is put on the 
market The argument is, “From the dirty unsorted egg to 
the egg cleaned and packed, from the natural corn to the 
corn cleaned in the store house, there is at any rate a partial 
change of form” -\ccordmg to this conception, cotton 
ginning and cotton pressing would also come under produc- 
tion, though they are more or less acts of handling m the 
process of marketing But they too may come under pro- 
duction, because in ginning, the seed is separated from cot- 
ton, and in pressing, the bulk is considerably reduced to 
facilitate transport However, it is not necessary to go fur- 
ther into this discussion which more appropriately pertains 
to the sphere of classification 

Its advantages — Wherever produce can be satisfactorily 
sold in its natural stage, it would be prudent to prefer that 
form of disposal However, when its transformation into 
another shape is a distinct advantage, it should be preferred 
The advantages from the latter course are (i) that it im- 
proves the quality and thereby the value of the produce, 
(n) that it reduces the bulk of the produce and thereby its 
cost of conveyance, (m) that it provides additional employ- 
ment for local labour, thereby improving the economic 
condition of the locality, (iv) that it secures to the producers 
some valuable byproducts, such as oil-cake, etc 
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Co-operative supply of goods — Collective buying cheapens 
the purchase and ensures good quality It was with co- 
operative supph that Raiffeisen began his work in German) 

'1 he French began by the simple process of collecting orders, 
bulking them for transmission to dealers or makers and levv- 
mg a small commission to pav the e\penses The study of 
the market is the first requirement for the success of co- 
operative supplv , whether its operation is confined to agri- 
cultural requisites or is extended to household necessities 
Circumspection is also essential to secure that no goods will 
remain on hand without demand Fluctuation of prices m 
the market must also be studied, so that the purchases may 
be made when the market is at its lowest It is advisable 
to commence with articles for which there is the largest 
demand Co-operative supply can with advantage supple- 
ment co-operative credit, for on sanctioning a loan a part 
of it may be advanced in the form of goods Combination 
must he further practised by the srnallcr societies joining 
together to form a union or federation Such combination 
on a large scale has led in European Countries to the co- 
operative manufacture of articles like implements, manure, 
and the like 

Marketing of Produce — Marketing of produce is most 
important to agriculturists, and is justl) described as the 
“Soul of Agricultural Co-operation” It generally passes 
through the following stages (i) collection of the produce 
from different producers for creating bulk with a view to 
securing higher prices obtainable on wholesale transactions, 
(2) holding over the produce for a better price than is ob- 
tainable at the harvest time or by local sale, (3) transporta- 
tion of produce to the place of sale , (4) sale of the produce, 
if possible at the central market which can pay the best 
price It is this fourth process which requires expert guid- 
ance for grading, handling and in exercising judgment as 
to the time and place of sale It must, however, be noted 
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that co-operative marketing should not tr\ to snatch at 
occasional speculatne gains, as such an attempt onh un- 
settles the market and destroys confidence A stead} market 
must be the aim, which can onh be gained by good quality 
and regularity of supph , and can be ensured b} steadv 
loyalty of the members to their society 

Organisation of stages — The first stage of marketing, 
which is assembling and collecting the farmers’ produce, may 
be organised bv local co-operation with occasional outside 
help The second stage of holding over the produce will 
require the arrangement of godowns, and cannot be expect- 
ed to be organised by the farmers In European Countries, 
godowns are constructed by Railway and Steamship Com- 
panies, bj private agencies, and in the case of co-operative 
societies, either by the State or jointly bv the State and 
financing banks 

With regard to the third stage of transportation, co- 
operative marketing in European Countries has always en- 
joyed the facilities of cheap Railway rates and of Steamship 
rates In some countries, such as Denmark, even subsidies 
are granted 

When the produce is brought to the market, there is the 
important function of risk-bearing ‘The risks are of two 
kinds, the risk of not being paid bv the purchasing agencies, 
and the risk of receiving low price on account of maladjust- 
ment of supplv and demand The first risk is reduced bv the 
public system of licensing middlemen and the second bv 
proper adjustment of supplv and demand, or rather by order- 
ly marketing Both these functions require State help The 
adjustment of supplv and demand is further facilitated bv 
the widening of the market, and this is also a dutv of tne 
State 

The work indicated above requires careful studv and re- 
search Investigation into the facilities of marketing is the 
most important function of the State Marketing research 
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price for the worst Even effort, therefore, should be made 
to impro\e the qualitv of the produce and to a\oid adultera- 
tion 

Causes of failure — It is also necessan to understand the 
causes of failure of co-operative marketing, so as to a\oid 
them as far as possible The failures are due mainlv to one 
or more of the following factors (1) ov er-enthusiasm , (11) 
lack of knowledge of economic laws, (m) jealous} among 
members or smaller associations, and (i\) want of leader- 
ship 

The Pool — The main characteristic of the American Co- 
operative Sale Organisation, whether m the United States 
or Canada, is the svstem of Pool Pool is the unification of 
control over the movement of the agricultural products, the 
control being transferred from the indmdual growers to a 
Co-operati\e Association All products of equal grade are 
thrown into the same lot and then allowed to mo\e into 
trade channels, the mo\ ement being controlled and regulated 
soleh bv the judgment of the managers of the association 
The proceeds of the sale after deducting the expenses of the 
association are di\ ided among the growers on the basis of 
quantit} of each grade of the product The pool makes it 
possible, on the one hand, for the farmers to devote their 
undivided attention to efficiencv m production, and on the 
other, for the association to concentrate its attention on the 
attainment of efficienc} in the method and manner of sell- 
ing The period of a pool \anes with different products and 
depends upon their nature For perishable products like 
fruits, -vegetables, eggs and the like, the period is short, 
ranging from a week to a fortnight, while in the case of 
cotton and gram it mav be one whole }ear Pooling presup- 
poses grading and the two are therefore inseparable Most 
of the pools adopt the si stem of fit e j ear contracts Legis- 
lation has facilitated the formation of the pool b} better en- 
abling and protects e provisions The three fundamental 
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and eggs require immediate sales Fruits and vegetables 
require to be disposed of within a few davs of their gather- 
ing \mong other crops, those which are known as com- 
mercial or monev crops, such as cotton, groundnuts and oil- 
seeds require a close study of foreign markets, on the other 
hand, the sale of grains requires a knowledge of the demand 
of the local centres of consumption 

Special Facilities — In European Countries, special faci- 
lities are given not only to co-operatne marketing, but even 
to private marketing, bv Railwav and Steamship Companies, 
such as cold storage and reduced rates of freights, bv 
Gov ernment, bj the prov lsion of warehouses and their regu- 
lation, and also expert advice and guidance and regulation 
of marketing and its practices, and by banks by supplving 
funds at the different stages of marketing 
Progress in European Countries — German\ has made 
\ast strides in agricultural co-operation m the matter of 
buying, selling, comerting produce into a better marketable 
shape, storing grain, pro\idmg power, improving breeds of 
the In e-stock, insuring farmers property against a \ ariety 
of risks and furnishing capital In Italy, progress is made 
on similar lines and has led even to the manufacture of 
super-phosphate (for manure) In Switzerland, co-operation 
supplies both agricultural and domestic requisites In the 
United States everything is being done for the farmers on 
a very large scale, the State giving all the necessary' facilit- 
ies Canada has closely followed America In France, co-ope- 
ration has taken almost the same form as m Germany, but 
State aid plavs an important part in that country' Lav ish 
subventions are made and departmental professors guide the 
work In Austria and Hungary, State aid has played an 
important part in the development of marketing In Den- 
mark, poultry, piggery and creamery form the main lines 
of co-operative business In Belgium, the Netherlands, 
Sw’eden, Norway', Finland, co-operation has progressed on 
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similar lines Agricultural co-operation has also spread to 
Servia, Bulgaria, Rumania, Spain and Portugal In Ireland, 
Sir Horace Plunkett began work in 1894 on the Danish 
model with judicious adaptations, and the movement has 
made considerable progress In England, however, though 
the co-operative store movement, or what is known as In^ 
dustrial Co-operation, as contrasted with Agricultural Co- 
operation, has made great progress, there are not more than 
a dozen agricultural societies, and they too are of a recent 
origin They are concerned chiefly with supply of manure 


CHAPTER XXIX 

AGRICULTURAL CO-OPERATION IN EUROPEAN 
COUNTRIES 

Societies for Production — 

Dairy Societies — T he Organisation — Piggeries and Bacon Factor- 
ies — Poultry and Egg Societies — Danish Federations of Trade — 
Vine Growers’ Societies — Potato Distilling Societies — Beet Sugar 
Societies — Cattle Breeding Societies — Milksellmg Societies — batons 
of Agricultural Producers’ Societies — Artels of Russia 
Societies for Agricultural Supply and Sale — 

Objects of Societies for supply and Sale — General Purposes Soci- 
eties — Supply Societies — Granaries or Cornseltwg Societies — It'orfc- 
tng System — Machine Societies — Electricity Societies — Sale Soci- 
eties 111 Canada and America — California Fruit-growers' Exchange — 
The American Cotton Growers’ Exchange 

Dairy Societies — The earliest application of co-operation 
to agriculture is to be found in the cheese-making societies 
or Fruiti&res of Switzerland, dating as far back as the 14th 
century, wherein the farmers combined to supply milk to a 
common centre, where it could be made into cheese for them 
Co-operative methods m a better organised form were first 



cmploted In tin / miners of Denmark r her war itb 

Prussia in 1858, in which she lost the fertile portions of tin 
countrt, she had to abandon In r trad'' in < trials, and sin 
then embark* d upon a view enterprise of supplting the needs 
of the breakfast-table of rngland Durting was spu nhstd, 
and v ith the introduetion of the separator it ee is perfected 
Creameries or Dunes worked in common were established, 
the first eo-opirau\t ertamere bum; introduced in 1S82, *>011 
within ten \e irs no less than Soo ercarmnts spr mi; vtp m 
Denmark \ threat deal of the sueeess achieved v as eltit to 
the clo=e co-operation between D imsb scientists m their 
laboratories and the Danish farmers in their ficlels In 1900, 
the Co-operatite Creameries \ssociation organised the 
Danish Butter Brand \ssociation to standardise butter for 
e\port, and to gitt it a guarantee of uniform purite and 
quahtt 

The organisation — The whole orgmisation has hei n 
perfected to such an extent that besides sating time in 
marketing, there has also been a sating of time to be spent 
on the farm bt improted methods of stabling and milking 
The breed of the animals has been improted to such a st itc 
that the farmer can now obtain double the quantitt of milk 
and treble the quantitt of butter from the improt cd strain 
so that lie notv keeps onh half the number of milch cattle 
he used to keep before thcrebt effecting a sating in the 
cost of feeding and stabling The aterage Danish cow tields 
more milk with more fat than the best buffalo of our countrt 
can, showing therebt that the improted cow is more talu- 
able and more economical to maintain than the improted 
buffalo This improt ement was mainlt effected bt allowing 
the cows to be cotered bt pedigree bulls, scrupulouslt atoid- 
mg the scrub bull, which is the source of all etil in our 
country 

Piggeries and Bacon Factories — The first co-operatite 
factort v as established in Denmark in 1887, for curing bacon 
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for export Numerous co-operative factories were thereafter 
founded for curing their members’ pigs into bacon, and for 
exporting the product to the British market Each factorv 
has its slaughter house or abattoir with complete modern 
equipment, and a curing house and machinerj for the pro- 
duction of all kinds of byproducts, including tinned and pot- 
ted goods 

A bacon federation of Denmark has been formed to which 
are affiliated all the bacon factories in the countrj, and it 
does the wholesale business of selling and exporting bacon 
on behalf of the factories 

Poultry and Egg Societies — The third important animal 
of the Danish farmer is lus hen Poultry farming is special- 
ised, and the societies promote breeding b\ selling to mem- 
bers suitable breeds of fowls at low prices, advising as to 
the introduction of fresh blood, and giving attention to suit- 
able housing and feeding All these are important factors 
for a successful poultry farm The most important business 
of the societies is the sale of eggs on behalf of the members 
after examining and grading them The) are, therefore, 
known as the Egg Selling Societies 

In 1896, two Wholesale Societies or bnions of importers 
were started to capture the English egg trade, as in the 
case of butter, one in Denmark, and the other m Jetland 
These societies act as trade federations for a great network 
of smaller societies, which collect eggs from their members 
The principle of standardisation employed is that of dating 
and stamping the eggs, in order that each egg could be trac- 
ed without difficulty to the original supplier The effect of 
this system on poultry breeding was remarkable, and farmers 
are emulating each other to produce the best eggs, and 
make it a point of sending out the fresh ones for sale 

Danish Federations of Trade — Denmark has thus special- 
ised the trade in butter, bacon and eggs for the capture of 
the breakfast-table market of Great Britain The societies 

1 1 z 
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form local unions and the unions have combined into federa- 
tions for export trade and for the supply of statistical infor- 
mation, technical information, and market information The 
Danish example has been copied by other countries, though 
on a smaller scale 

Vine growers’ societies — There are numerous such soci- 
eties in Germany and in other vine growing countries They 
purchase the grapes of their members at prices fixed by the 
general meeting according to the classes determined every 
year The grapes are then pressed, and the juice is subject- 
ed to the necessary processes, and the wine is then sold by 
the society on behalf of the members Members are bound to 
bring all their grapes to the society, except what they need 
at home Profits are distributed after the wine is sold, and 
after carrying 50 per cent to the reserve Their working 
principles are common to other similar societies 

Potato Distilling Societies — These societies are formed in 
Germany for the distillation of spirit from potatoes, when 
they cannot be sold at remunerative prices The societies 
have formed a Sale Union of German Spirit Producers 
Potato-drying societies are also formed for producing a feed- 
ing stuff out of those potatoes which show signs of decay 
and cannot be used in their natural state for food, or for 
producing spirit or starch 

Beet sugar societies — They establish factories for produc- 
ing sugar There are only a few of them, formed co-opera- 
tively , but the joint-stock companies formed for beet sugar 
manufacture, practically work on co-operative lines as they 
oblige shareholders to deliver their beet crops, and profits or 
losses are divided among the suppliers Thev produce dried 
beet root slices as a feeding stuff, and prepare manure out of 
the refuse from the sugar production process 

Cattle Breeding Societies — These societies of Germany 
provide suitable breeding stock, advise on breeding ques- 
tions and markets, and establish and keep herd-books They 



receive encouragement and financial assistance from Gov- 
ernment and advice from the agricultural department Cer- 
tain pasture societies are also formed for renting land 
for pasturing the animals of members, and public aid is also 
granted to them 

Milk-selling Societies — These have also been established 
m Germany They are formed by combinations of milk 
producers for the purpose of sending milk to a central cool- 
ing station, or for the establishment of urban sale stations 
In the former case the object is to secure the production 
of pure milk in individual farms, and to transport milk of 
a guaranteed quality to the towns 

Unions of Agricultural Producers’ Societies — Such unions 
are very common in Germany These Unions, m addition to 
auditing and advising, supply the requisites of the societies, 
and some undertake also sale on their behalf, and aim at 
securing standard qualities of the articles produced They 
also occupy themselves with the technical and commercial 
side of their business Some have established shops in im- 
portant towns 

Artels of Russia — The artels of Russia have existed from 
early times They are associations of workmen and peasants 
for the purpose of producing in common either agricultural 
produce, or other commodities, such as boots, toys, etc In 
the artels the profits are divided among the members in pro- 
portion to the work done by each A number of artels have 
recently been established for cheese-making and butter-mak- 
ing, and a Union of such societies was formed in 1908 to 
which are affiliated more than one thousand creameries 

SOCIETIES FOR AGRICULTURAL SUPPLY AND SALE 

Objects of Societies for supply and Sale If the small 
farmers are to hold their own with the middleman trader, 
they must organise their trade of supply as well as sale, for 
obtaining their requisites at a reasonable cost, and for putt- 

15 * 
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mg their wares on the market in sufficient and graded quan- 
tities at advantage, without incurring undue cost The 
supply of agricultural requisites may be carried on by a 
department of the village credit society, but sale mvohmg 
technical skill in its management and capital liabilities, can 
best be undertaken by societies independently constituted 
General Purposes Societies — German co-operators bate 
sought to develop these societies as far as possible, to ob- 
viate the necessity of the mdn idual farmer being a member 
of several societies as in Denmark The German agricultu- 
rists co-operated first for credit purposes The next step was 
the business of supplying agricultural requisites, and this 
was undertaken by the credit societies, the central bank 
doing the wholesale business on behalf of the societies, unti' 
a separate wholesale society was established Later on, the 
business of sale was also undertaken, first by the Central 
Bank and then bv the Wholesale 
Supply Societies — There are also several supply societies, 
which with the help of their supply unions are enabled to 
obtain at moderate prices goods of guaranteed quality The 
articles generally supplied are fertilisers, feeding stuffs, 
seeds, agricultural implements and machinery and other 
articles of a miscellaneous nature At the meetings of the 
societies opportunities are furnished to members for discus- 
sions of the relative values of various articles, and for the 
dissemination of useful information With the help of their 
central organisations the local societies are enabled to keep 
their members abreast of all new developments The wide- 
spread practice of requiring orders m advance, together with 
the insistence upon cash or short-term payments, have raised 
the standard of business habits among the rural population 
Members having no cash to pav borrow from their credit , 
societies The shares of the societies are of a nominal v alue, 
and the societies are either of limited or unlimited liability 
In the case of former societies, the shares carry an additional 
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Wort mg system — The important points to be considered 
in connection ruth these societies are the following three — 

(1) compulsory deh\ err of ill cereals produced b\ members, 

(2) methods of par mem The two methods generally adopt- 
ed are (a) payment at fixed prices below market rates, with 
the supplemcntarv participation on the part of the members 
at the close of the business rear, (b) sale on commission 
Small societies adopt the latter method Usual!} , the corn 
is cleaned, weighed, graded in the presence of the member, 
and a note is handed to him stating its grade and weight 
W hen sufficient bulk is dclixered it is sold (3) The third 
point is ancillary business German experience is emphatic 
that corn-selling societies should «upph agricultural requi- 
sites to members It } iclds not onh a profitable source of 
rerenuc to the society, but also pros ides members with 
guaranteed articles at reasonable prices This is the rtason 
v In sale societies undertake the supph business, or the 
supph societies add to their work the business of sale 

Machine societies — Co-opcratnc Machine Societies pur- 
chase machines for the joint u«i of their members, such .as 
threshing machines, steam-plough 1 -, etc \ large number of 
credit societies, as well as supple, dairy and cornsclhng 
societies also purchase for hire to their members \ arious 
kinds of machines 

Electricity Societies — One of the most notewortln recent 
dcxelopments in German co-operation has been the rise and 
r ipid exit nsion of societies for proxiding rural districts with 
ilectnc light and power Its use In farmers has been stimu- 
1 >tcd bx the marl ed increase in the employment of large md 
small machinery The de'jrth of farm labour Ins been an- 
other concurrem lactor \ art from the adt mtage of saxirig 
or replacing 'he r, x 1 tlicr of man or beast clcctricitv 

has proud rdx jfntage>us >r farmers through the low cost 
of maintenance' of the c! etne apparatus the absence of 
running expenditure x he 1 not being utilised, the rapidity 
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with which it can be put into operation, its simplicity m 
handling, the facility with which the motor can be applied 
to the working of several machines simultaneously, its pre- 
cision, its cleanliness, its freedom from danger of fire, and, 
under noimal conditions, its comparative cheapness Small- 
er farmers are making an increasing use of electric power 
There are three principal groups of societies (1) Those pro- 
ducing and distributing electricity, (2) those creating their 
own conductor installation but obtaining their supplies from 
others, (3) those representing merely combinations of per- 
sons for obtaining electric supplies by guaranteeing a 
minimum purchase of current or securing reduced rates 
therefor The majority of societies fall in the latter cate- 
gory 

Sale Societies in Canada and Amenca — Agricultural sale 
has assumed -very large proportions in Canada and in the 
United States The Grain Growers’ Company of Canada 
has a turnover of millions of dollars It carries on direct 
export trade through a separate department It is composed 
of individuals and not societies, a fact which differentiates 
it from federal organisations in other countries The 
Saskatchewan Co-operative Elevator Company is, however, 
a federation of societies The Alberta Farmers’ Union is an- 
other body carrying on transactions on a large scale Simi- 
larly, societies are also formed in the United States, the 
most important societies being Equity Co-operative Ex- 
change, the Michigan Elevator Exchange, and the North- 
West Wheat Growers’ Association, doing the business of 
grain sale on a large scale There are also in the States 
several thousand local co-operative elevators, many of them, 
however, are joint-stock companies in form, nevertheless 
they have conferred great benefits on the farmers 

Co-operative Societies are also formed for sale of butter 
and cheese, milk, live-stock, fruit and vegetables, cotton, 
tobacco, wool, poultry and eggs 
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California Fruit-growers’ Exchange — Tin. California 
Fruit-growers’ Exchange lias established a name throughout 
Ymenca and Europe It is a federation of about 200 local 
associations These associations do the work of grading, 
packing, and loading into cars I he Central Exchange, 
formed on the non-stoek plan, keeps in touch with all the 
local and foreign markets through its representatives It 
also docs the work of advertisement and development of 
markets It has a number of departments I he field de- 
partment helps the growers to impro\c production and to 
standardise the grading and packing of the fruit I he 
traffic department attends to transport work , the legal de- 
partment handles all legal questions, the advertising depart- 
ment maintains and increases the consumption of fruit, and 
there are also similar other departments In 1921, the ship- 
ments were over 60 million dollars The results were 
obtained by (1) standardisation and careful grading, (2) 
increasing consumption, and (3) effective distribution 
The American Cotton Growers’ Exchange — The American 
Cotton Growers’ Exchange, is similarly an overhead sales 
agency made up of several of the State Cotton marketing 
associations with the following departments — (1) Executive 
and administrative, (2) office management, (3) grading and 
standardising, (4) warehousing, (5) insurance, (6) transpor- 
tation, (7) finance, (8) statistical, (9) sale of ordinan cotton — 
domestic and foreign, (10) sale of long staple cotton — domes- 
tic and foreign, (11) legal, (12) field service 
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CHAPTER XXX 

AGRICULTURAL CO-OPERATION IN INDIA 

Societies for Production — 

Its need — Slock Breeding Societies — Poultry Industry — Dairies or 
Milk Societies — Ganja Cultivators’ Society of Naogaon — Ginning 
Societies of Bombay — Agricultural Industrial Societies 
Societies for Trade — 

Supply Societies — Supply of Seed — Development of Sale — Cotton 
Sale Societies of Karnatah and Gujerat — Difference between the two 
types — Advantages of Co-operatue Sale — Sale of other articles — 
Purchase and Sale Unions — Jute Sale Societies in Bengal — Paddy 
Sale Societies — Commission Shops of Punjab — Purchase and Sale 
Societies of Madras — In other Provinces — Difficulties and their re- 
moval — Help by Government 

Its Need — The Indian villages are no more in a state of 
self-sufficiency as in olden times They are now brought 
in close contact with the world market by the modern rapid 
methods of transport Unless, therefore, the methods of 
agricultural production and trade are modernised, regulated 
and developed on co-operative lines, the farmers will come 
more and more under the complete control of the middlemen 
profiteers Though co-operative sale has received some 
attention, co-operative production is yet in a neglected condi- 
tion Societies for agricultural production, therefore, do not 
comprise the numerous branches to be met with in Europe 
and America 

SOCIETIES FOR PRODUCTION 
Stock breeding societies — Cattle and sheep breeding soci- 
eties are to be found in all the provinces, the largest number, 
being found in the Punjab, viz , 160, but most of them are 
in an unsatisfactory condition Bombay with 15 comes se- 
cond, the number in other Provinces does not exceed half a 



<!o?tn \mong tlu Rombav societies, those in Dh irw tr show 
thi brst result 1 hi mm of these sociitits n not to t*o the 
breeding collcetivtlv, hut to gather a hi r el of good cows 
from the neighbourhood to obtain a sep irate grmng area, 
and to own 1 breeding bull I lie cows art collected elaih 
from thur different bonus me! tiken to the pasture irroin- 
pnntcd In the bull, other bulls m hi pt off, nil coverings arc 
no.td ind i herd-book is m unt until 1 hi village bulls it 
bung castrated and the net bloodless process of i astratrnn 
In the Rurdnvo instrument is becoming popular 

Poultn i mliislrx — I hen is i large scope in India for tlu 
poultrv industrv Up til! now, onle one or two egg selling 
socuties Inu hi i n formed in thru provinces, , hough th 
tie tn'ind for e ggs m < ittes is consteh rnbli , Rombav doth im- 
porting thousinds of baskets of eggs cverv d iv \\ Int is 
required is the introduction of improved breeds ind organi- 
sation of the traik of the poultrv keepers \t pnsmt the 
industry is being entirth e\p!oi!cd bv middlemen 

Dniru v or Mi 11 Socntu<: — Dicrc ire i number of \ bit 
ire known is dunes m different provinces, but tbev ire 
merclv milk societies 

Bengal Ins itnele remark ible progress in tins hr inch of 
v ork Tlicrc are t6<) such societies in the province, oa of 
these ln\c federated into the (. alcutta Milk Union which 
Ins shown a remarkable rceord of stcadv progress It Ins 
a working capital of Rs c j n khs tftcr paving a large part 
of the borrowed capital, its realisation bv svle of milk in 
1929 amounted to more than Rs 6 lakhs and it made a net 
profit of Rs 25,000 It makes grants in furtherance of 
education The work of bottling milk is done bv nncbinerv , 
and of delivcrv In motor lorries The Union Ins also been 
taking steps for improving the breed of the animals It 
has established a datrv and a vctcrinarv hospital Other 
milk unions hive been formed at different centres of the 
Province, but their work, though promising, is of a small 
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hunchi is working satisfactonlv It has machinery for rice 
hulling, decortication of groundnut, and for sugarcane crush- 
ing, and manufacture of jagger\ The society earned a 
net profit of Rs 3,400 in 192S and Rs Soo m 1929 Though 
Bengal has the pmilegc of registering a sugar factory, it 
is too earl} to speak of its success, as it has not yet com- 
menced work The Gosava Jammi Rice Mill started by one 
of the Paddv Sale Societies of Bengal is doing well, as also 
the Legaing Co-operative Rice Mill of Burma 

SOCIETIES FOR TRADE 

Supply Societies — Supph societies, as such, exist m very 
few provinces Most of the societies started m Bombay for 
the supply of manure, implements, etc are languishing, 
partly due to absence of proper supervision and parti} to 
want of loyalty Those started as unions of societies are 
doing well, especially when coupled with the business of 
sale, as will be described under the head of sale societies 

Supply of Seed — The supplv of good seed vs an important 
matter requiring the urgent attention of our agriculturists, 
and the application of the co-operati\ e method to this branch 
is bound to give good results Seed granaries maj be esta- 
blished for collecting the best seed from the members them- 
selves during the harvest time The cotton sale societies of 
Bombay do the work of distributing approved varieties of 
seed, the agricultural associations also do similar work 
But there are no seed distribution societies or depots as 
such, started either b} co-operative or private agency But 
a number of seed farms are maintained by Co-operative 
Societies, notably m Burma, vv ith the help of the Agricultural 
Department 

Development 0/ Sale — \\ ith regard to agricultural trade, 
the sale branch has received more attention than that of 
supply The most important articles handled are cotton and 
jaggery in Bombay, and jute and paddy in Bengal Other 
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articles have, no doubt, been receiving attention, but their 
sale has not made much progress 

Cotton Sale Societies of Karnatak and Giqerat — These 
are the most important sale organisations in the Bombay 
Presidency There were 25 such societies in 1930, but 
among these, the two societies of Hubli and Gadag in the 
Karnatak and the four societies of Surat in Gujerat earn 
on transactions on a very large scale The societies sell im- 
proved cotton seed to the members In 1930 the sales of 
the societies in the Karnatak amounted to 23 lakhs, and 
those of the societies m Gujerat to 15 lakhs The sales of 
all the remaining societies amounted to about 6 lakhs 
Difference between the two types — There is a wide differ- 
ence between the ty pes of societies of the Karnatak and those 
of Gujerat The former have large areas of operation 
They have been formed on an individual basis, first b\ en- 
listing as members a few important persons in the market 
town concerned, including agriculturists, cotton dealers, 
landowners and private gentlemen, and then by enrolling the 
primary credit societies within the area of their operation 
The cotton of non-members as well is sold to get a larger 
turnover The produce is not pooled The same conditions 
apply to most of the sale societies of all kinds throughout 
the Presidency One result of heterogeneous membership 
of a society is that it often leads to internal dissentions 

The cotton sale societies of Gujerat are small groups of 
primary credit societies The agriculturists of three or four 
villages growing a similar strain of cotton combine them- 
selves into a society, pool their cotton, and sell it jointly by 
private treaty , and not by auction as m the Karnatak One 
of the members with experience in cotton business is appoint- 
ed manager, and paid a substantial lump sum to cover the 
working season of 3 or 4 months Though the Gujerat Soci- 
eties cover a smaller area than those of the Karnatak, yet 
owing to their cohesion, loyalty and unity of purpose among 
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their members the) are much more co-operative than the 
Karnatak t\pe Those m Surat ln\c recent!) united them- 
sehes into i federation which has taken oxer the co-open- 
tive ginning factory ahead) started by the members 

idvantages of Co-operative Sale — The advantages of co- 
operative sale to the growers of cotton are the following — 

(1) correct weighments done in the presence of the cultivator, 

(2) realisation of adequate price, (3) insurance of the produce 
against risks of fire, (4) prompt pa)ment of sale price, (5) 
advance of a loan on the deposit of goods to the extent of 
60 p c of their market value, (6) advise regarding the fluc- 
tuations of prices in the central market, (7) no levy of extra 
charges usuall) made b) the brokers, (S) supplv of gunnies 
and improved seed to the cultiv ators 

Sale of other articles — Societies for sale of other articles 
in Bombay are as follows Jagger) 2, tobacco 1, chillies 1, 
padd) 5, onion 1, areicanut 2, and miscellaneous produce 18 
Some financing banks also help the sale of produce Some 
of the branches of the Prov incial Bank did the sale and sup- 
pi) business on behalf of the members \t present it is 
done at a few branches, as elsewhere it is taken over b) 
separate registered societies or unions The Poona Central 
Bank has been offering godovvn facilities at several centres 
to help the affiliated societies to stock their members’ pro- 
duce for sale when the market is high This step has helped 
to reduce the Bank’s overdues 

Purchase and Sale Onions — There are 5 unions in Bom- 
ba) which do the work of both sale and suppl) The mem- 
bership is confined onl) to societies The chief difficult) of 
these bodies is that cultivators require advances on the 
security of their produce, while the sales are required to be 
made on credit, the price being paid after a week The 
Unions are, therefore, handicapped by shortage of finance 
Introduction of the svstem of trade bills would overcome 
the difficulties Those unions which are able to secure satis- 
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factory financial accommodation from their financing bai,.__ 
do not labour under this difficulty, e g the union m West 
Ivhandesh working with the assistance of the local branch 
of the Provincial Bank 

Jute Sale Societies in Bengal — There were 85 sale soci- 
eties of all kinds in Bengal m 1929 with a total working- 
capital of 37 lakhs and they made sales worth 82 lakhs 
Most of these are jute sale societies which have started a 
wholesale society at Calcutta in 1927 known as the Bengal 
Co-operative Wholesale Society, with an expert manager at 
its head It keeps in touch with the fluctuations of the 
market and gives advice and guidance to the affiliated soci- 
eties Some local societies have organised central societies 
at three centres, and these are also affiliated to the whole- 
sale The packing of jute by the co-operative societies is 
now recognised by the Calcutta mills and shippers as equal 
to the best European packing It is very encouraging to 
know that training is given to supervisors of co-operative 
cential banks in jute assortment and business 

Paddy Sale Societies — The Paddy Sale Societies of Ben- 
gal have started in 1927 the Central Paddy Sale Society 
with a Sale Depot in Calcutta A fixed grant of Rs 3,000 for 
equipment, and an annual recurring grant of Rs 12,000 for 
3 years sanctioned by Government, has enabled the society 
to make a good start 

Commission Shops of Punjab — In 1929, there were in the 
Punjab 24 Commission Shops, with societies as well as- 
individuals as members They together sold produce worth 
47 lakhs, of which 37 per cent belonged to non-members. 
The sales are made to local merchants and not to the mer- 
chant at the port The latter course would only be possible 
if a wholesale society were organised There were also 6 
sale and purchase unions and 16 societies, but they are not 
working satisfactorily 

Purchase and Sale Societies of Madras — There were 127 
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sale societies m igag m the Madras Presidency *3 heir total 
sales of produce amounted to only 5 lakhs, and they sold 
to members articles worth about 5 lakhs The societies hate 
not made much progress, their transactions being \cry small 
The biggest society in the lot is the Tiruppur Cotton Market- 
ing society which made sales worth 2^ lakhs equal to the 
trade of all the rest Madras has 30 Crop Loan and Sale 
Societies through which .adequate loans are made to culti- 
y ators on the security of their erops to enable them to hold 
out their produce for a fayourablc market A Senior Ins- 
pector has been appointed in tacry District to look after 
non-credit yvork under the direction of a Deputy Registrar 
In other Provinces — In Bihar and Orissa there yycre S 
agricultural societies and 4 purchase and sale societies In 
Central Proyances and Berar there yvere 4 Adat Shops 7 he 
transactions of all these were eery small 

Difficulties and their removal — The mam difficulties m the 
matter of sale organisations m India are (i) Small quanti- 
ties of produce available from each ryot, (2) 7 he pledging of 
the produce to the money-lender before it is read) for the 
market, (3) The prevailing s) stem of sale through Commis- 
sion Agents, yvho also adaance loans to the r)ot on the 
pledge of the crop, (4) Absence of godowns, (5) Inadequacy 
of finance, (6) Absence of regulated markets .and methods 
of marketing , (7) Absence of communications in rural areas 
These difficulties may, hoyveyer, be overcome by patience and 
perseverance The first by making the existing credit soci- 
ety the collecting centre, yvhere\er it exists, the second by 
providing adequate finance to members of credit societies bv 
the wider and s)stematic introduction of normal credit state- 
ments , the third by financing the movements of crops, in a 
moreV systematic manner than at present, the fourth b) the 
adequate provision of godov/ns by the joint efforts of financ- 
ing ban&s, District Local Boards and Government, the fifth 
by makiAg godovvn receipts negotiable so as to raise monev 



241 


thereon from banks, as is being done m the United States 
of Ymerica, Germany and Japan, and may be made possible 
by the state regulation of warehouses and by the erection 
and regulation of godowns by agencies who command credit, 
such as Railways and Steamship Companies In our countr\, 
the District Local Boards and Municipalities may also under- 
take the work, in addition to Government and other agencies 
A beginning can be made b\ making some contrivance 
wherebv the farmer could hold over his produce when the 
prrces are low to get a better price by biding his time 
This can, however, be done by providing godowns at con- 
venient and important rural centres Costly buildings need 
not be constructed, but some existing buildings may be made 
proof against rats and damp at small cost to answer the 
purpose Co-operativ e Banks m most of the provinces hav e 
got ample funds to enable them to finance agricultural trade 
to a great extent, but are prevented from undertaking the 
business as the documentation of goods to afford security 
scarcely exists The sixth difficulty can only be removed by 
Government as is done in all advanced countries Regula- 
tion of markets and of the methods of marketing must come 
through the initiative of the State A beginning has been 
made in Berar by the enactment of Cotton and Grain 
Markets Law, and in Bombay the Bombay Cotton Markets 
Act 17 of 1927, similar legislation must be undertaken 
m the case of other important crops, if not all The last 
difficulty can be overcome bv provision of roads connecting 
villages to the main roads This is, no doubt, a question of 
investment of funds, the responsibility for which lies mainly 
with the Local Boards It would be possible to reduce the 
cost by inducing the villagers to contribute a part either by 
w r ay of labour or in cash or in kind 

Organisation by Government — Agricultural trade may at 
the commencement be undertaken by financing banks as was 
done in Germany Where separate trade societies are 

lfi 
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started, the) should work in close contact with financing 
banks or with an assurance of financial help bt them But 
the work of organisation must be taken up by Gov ernment, 
at least at the initial stages, b> employing some competent 
staff, special!) trained for the work, placing it under the 
Registrar The present meagre results are due mostly to the 
fact that the work is taken in hand b\ financing banks with- 
out having the benefit of expert advice Without an ade- 
quate staff of wholetime workers, non-credit co-operation 
cannot be expected to make satisfactory progress 

CHAPTER XXXI 

SOCIETIES TOR AGRICULTURAL DEVELOPMENT 

Agricultural Development in Europe — Industrialisation of Agricul- 
ture — It ork m European Countries — The Igrtcultural Department 
in India — Co ordination of \gncuUural and Co-opt rah c Depart- 
ments 

Agricultural Development Societies in India 

In Bombay — Madras — Bengal — Burma — Central Provinces and Be 
tar — Punyab — United Pro- nicer and Bil ar and Orissa — Agricultural 
Problems 

Land Improvement Societies 
Consolidation of Holdings Societies tit the Punjab — ivaslnmr Baroda 
and United Provinces — Bectang dor Sur~e\ Societies of Stud — 
Bunding Societies of Bombay — Fencing Societies of Bombay — 
Forest Preser-ation Societies of Bombay — Land .Reclamation Son 
elies of Madras and Punjab — Colony Landholding Societies of 
Punjab — Co-partnership Tenancs Societies of Burma 
Irrigation Societies 
In Bengal — Madras and in other Pro- inees 
Future If ork — I alue of Education 

Agricultural Development itt Europe — If the iSth centurv 
set m motion the Industrial Revolution, the 19th century 
gave rise to what maj be described as the Agricultural Revo- 
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lution The theory that farming- is subject to the law of 
diminishing returns, though not reversed, underwent con- 
siderable modification The old economists regarded the soil 
as having a limit of natural fertility, but the application of 
the new science to agriculture, showed that land could be 
made to yield considerably more than in former times The 
old methods were limited by the amount of the farm-yard 
manure available, but now the return from the field depends 
upon the outlay of money the farmer can make on artificial 
manures Formerly, the farmer was obliged to leave his 
land periodically fallow for recoupment, but now he can re- 
plenish it by the application of chemical manures and the 
scientific rotation of crops New methods, unknown to form- 
er generations, have been devised for the prevention and cure 
of various kinds of diseases of the plant and the soil, and 
for the improvement of the quality of the plant itself so as 
to make it capable of giving a better yield All these chang- 
es have profoundly reacted on the character of agriculture, 
and have made the modern farmer more expert and less 
fatalistic than he was before 

Industrialisation of Agriculture — With the application of 
co-operation, if the farmer can get his requirements cheap 
and sell his produce to advantage, with the application of 
agricultural science he is enabled to produce more and better 
crops than he used to do formerly In other words, the 
combination of both these factors has virtually industrialised 
agriculture in Western Countries In the former age of 
self-sufficiency, the farmer was obliged to produce on his 
field something of everything he wanted, but now he special- 
ises on the crop which his soil is best suited to produce In 
olden times, the farmer produced primarily for his own 
consumption, selling only the surplus if any Now he pro- 
duces primarily for the market, and is helped by agricultural 
science to get the best results and by co-operative societies 
to get the best terms 

W 
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Work in European Countries — Thus, agricultural and co- 
operate e propaganda go hand m hand in western countries 
The agricultural departments and the agricultural colleges 
bring the knowledge of agricultural research and discoveries, 
not only withm the reach of the farmers, but carry it to 
their -very doors by every- possible means Had it not been 
for such efforts, Danish Co-operation would have been a 
tame affair On the other hand, co-operative societies, 
through their federations help the spread of such knowledge 
among their members For instance, the supply societies of 
Germany organise regular courses of lessons for their mem- 
bers on selection of seed, application of manure and use of 
implements, the stock breeding societies organise courses 
on all the aspects of animal husbandry, similarly, other kinds 
ot societies spread technical knowledge on matters concern- 
ing their work In some countries, separate organisations 
are set up for popularising scientific agricultural knowledge 
either acting in conjunction with the Government Depart- 
ment or independently The Irish Agricultural Organisa- 
tion Society established by Sir Horace Plunkett in 1894, 
besides the work of organisation, carries on considerable 
propaganda work with the help of officials of the Agricultu- 
ral Department An Agricultural Organisation Society has 
also been established in England m 1901 and another in 
Scotland in 1908 for doing work as in Ireland In France, 
the Agricultural Syndicates established almost m every part 
of the country are very active bodies working m each district 
in the interest of agriculturists They make experiments in 
improved methods of agriculture, spread agricultural edu- 
cation among the farmers, purchase seed, manure, imple- 
ments and animals on their behalf and arrange for the sale 
of the produce for them They also organise credit, insur- 
ance and other kinds of co-operative societies within their 
region 

The Agricultural Department in India — Though an agri- 
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cultural Department was created in the earlv eighties in the 
major provinces of India, it did little practical work be>ond 
the collection of statistics, and formed part of some other 
department, such as that of Land Records, etc It w’as the 
Report of the Famine Commission of 1901 that first drew the 
attention of Government to the importance of scientific agri- 
culture That report not only led, on the one hand, to the 
initiation of the co-operative movement in India, but also 
on the other, to the establishment of a separate Department 
of Agriculture in most of the provinces From 1905, the 
Government of India began to set apart sums for the deve- 
lopment of agricultural research, experiment, demonstration 
and education However, very little work was done for 
spreading agricultural knowledge among the farmers except 
in one or two provinces It must, however, be noted that 
the illiteracy of the farmers is a factor which the Department 
has to contend with 

Co-ordination of Agricultural and Co-operative Depart- 
ments — All that the Department did m this direction was to 
start a few Agricultural Associations here and there with the 
object of popularising improved methods among the peas- 
ants But in course of time most of these associations ceased 
to do an} useful work A closer co-ordination between the 
two Departments of Agriculture and Co-operation would 
have led to better results The Royal Commission on Agri- 
culture in its report emphasised the need of such co-ordina- 
tion and observed that the Agricultural Department had fail- 
ed to exploit the possibilities of the Co-operative Movement 
for propaganda work It does not, however, appear that 
this observation has had the desired effect 

AGRICULTURAL DEVELOPMENT SOCIETIES IN INDIA 

In Bombav — In Bombay, a move was made for the co- 
ordination of the work of the two Departments since 1922 
Eighty Societies, known as Taluka Development Associa- 



tions, ha\e btcn formed and are registered under the Co- 
operative Act Most of them have replaced the old Agricul- 
tural Associations, which mostly served a larger area such 
as a district ihe work of Taluka Associations is being 
guided bv Divisional Boards having representatives of both 
the Agricultural and Co-operative Departments The work 
of these Associations and Boards will be described in another 
chapter 

Madras — In Madras, there arc 16 Agricultural Demon- 
stration Societies Ihev supplv to members improved varie- 
ties of seed, manure, etc obtained from the Agricultural 
Department Only some of the societies do the work of 
demonstration with the help of the Agricultural Department 

Bengal — The 31 Co-operative Associations of Bengal are 
formed to meet the demand for improved seeds and agricul- 
tural implements 

Burma — The 18 District Agricultural Associations of 
Burma were not able to do much work on account of the 
larger area they comprised and of their unlimited habilitv 
Some of these Associations appointed Supervisors of Unions 
as is being done bj some of the Taluka Development Asso- 
ciations of Bombay , but the work of superv lsion done b\ 
them has been considered to he unsatisfactory It is pro- 
posed to reform the Associations on the model of the Taluka 
Associations of Bombav There are also 39 Demonstration 
farms in Burma 

C P and Berar — The 15 so called Agricultural Associa- 
tions in C P and Berar are business societies doing work on 
behalf of their affiliated societies Agricultural propaganda 
is, however, being carried on by Officers of the Agricultural 
Department in society areas 

Punjab — The Better Farming Societies of the Punjab are 
said to be working successfully The) mainly concentrate 
upon inducing their members to use good seed, a greater 
variet) of implements, and better methods of cultivation and 
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in all this work they have attained considerable success not 
onlj among their members but also among their neighbours 
There were 119 such societies with 3036 members at the end 
of 1929 Eleven of these societies have placed a tenant in 
charge of a small area, generally about 30 acres, which he 
cultivates according to the orders, while the rest cultivate 
their own land on improved lines, recommended by the Agri- 
cultural Department In this work they are assisted by 28 
Mukkadams or Overseers trained by the Agricultural De- 
partment It is said that only a few of these are useful and 
that many of them have not enough practical knowledge to 
Inspire confidence Some societies extirpated the devastat- 
ing pohli weed, and several others introduced the method of 
pitting manure to prevent wastage by exposure 

United Province-; — In the United Provinces, a good deal 
of better farming is carried on through the medium of credit 
societies by carrying on propaganda through the officers of 
Agricultural Department Two separate societies of better 
farming are also formed 

Bihar and Orissa — In Bihar and Orissa, the Central 
Banks actively promote agricultural improvements among 
the members of societies Out of 67 Banks, 48 undertook 
this work by propaganda, demonstration and dissemination 
of improved seeds and fertilisers with the help of the Agri- 
cultural Department To supervise their agricultural activi- 
ties, several Central Banks employed agricultural Kamdars, 
while 2 Banks are maintaining a whole-time Agricultural 
Inspector and a Kamdar A number of Banks also arranged 
to get Kamdars trained at the Sewam Farm Five Banks 
entertained agricultural inspecting clerks for which they 
received subsidies from Government, and subsidies are sanc- 
tioned for 7 more Banks during the year Land improve- 
ment and well irrigation and embankments also are en- 
couraged by making small grants to societies 

Agricultural Problems — It will be thus seen that, on the 
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whole, the efforts made for the spread of agricultural know- 
ledge in India are still of the nature of an experiment and 
are neither extensive nor intensive There are, on the other 
hand, other agricultural problems, the solution of which 
must precede the application of scientific agriculture or the 
introduction of improved seed, manure and implements The 
holding of manv farmers consist of small bits of land scat- 
tered here and there, and unless these bits are consolidated 
into a compact whole, all improvement in the methods of 
agriculture will be of little avail Second!}, scarcitv of 
water is another acute problem in areas where the rainfall 
is scant\ or fitful, and deserves earlier attention than the 
improved methods of agriculture It would be interesting to 
know how b) the application of co-operation such problems 
are sought to be tackled Societies formed for such purposes 
will be described under the two heads of Land Improvement 
Societies and Irrigation Societies 


LAND IMPROVEMENT SOCIETIES 

Consolidation of Holdings Societies of Punjab — The suc- 
cess achieved b} the Punjab m effecting consolidation of 
holdings b\ co-operative methods is well known Consoli- 
dation has been carried out in as manv as 500 villages As 
these societies deserve a detailed treatment thev arc dealt 
w ith in a separate chapter 

In Kashmir, Baroda and L P — The Punjab method is 
being adopted elsewhere Kashmir has consolidated hold- 
ings m 32 villages, Baroda in 11, in the United Provinces 
there are 6 societies of this tv pe 

Rectangular Survey Societies in Sind — In Sind the hold- 
ings of the farmers being large, there is not much scope for 
consolidation work, but two societies known as the Rect- 
angular Surve) Societies were reccntlv formed for dividing 
the holdings into rectangular blocks in the Llovd Barrage 



area The work involves the readjustment of some of the 
holdings, but not to the extent required in the case of con- 
solidation of holdings 

Bunding Societies of Bombas —The io Land Improve- 
ment Societies of Bombav improved 1200 acres of land at a 
cost of nearh Rs iS,ooo bv damming and bunding The 
Salukutta Dam Societv of Kanara built a Pukka dam at a 
cost of nearh Rs 6,000 and brought 222 acres under culti- 
vation Government gave a leap of Rs 1000 to the Society 
Fencing Societies of Bombay — \nother method of re- 
claiming land adopted in Bombav is bv putting up wire 
fencing around the land to protect it against the inroads of 
wild animals which made cultivation impossible The 13 
societies of this kind together covered a total length of 25 
miles of fencing Light of these societies have now formed 
a union of their own for supervising the work with the help 
of a qualified Supervisor 

Forest Preservation Societies — few Forest Preservation 
Societies started in the Ratnagiri District deserve mention 
The villagers concerned collect a small lew among them- 
selves and appoint a watchman on their behalf to guard the 
forest against acts of destruction bv man or animal 

Land Reclamation Societies of Madras — The 9 societies 
of Madras reclaimed 737 acres Thev were financed bv 
Government to the extent of nearh 2 lakhs In some areas 
where the fields were covered bv sand brought b\ flood, the 
land is being reclaimed bv digging higher level channels 
And of the Punjab — The 4 land reclamation societies of 
the Punjab reclaimed wasteland to the extent of 227 acres, 
and 5,000 acres are under operation B\ growing grass 
etc , on the area to be reclaimed and selling it, the) collected 
Rs 3,000, of which two-thirds were distributed among the 
members 

Colony Landholding Societies — 1 he 5 societies of this 
type in the Punjab are a mixture of landholding and credit. 
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The land is being cultivated and the members are making a 
living out of it 

Co-partnership Tenancv and Credit Societies of Burma — 
These are colonisation societies for bringing under cultiva- 
tion the large areas of land extending ov er lacs of acres in the 
disafforested Government reserve The societies are fully 
financed by Government and a separate Colonisation Depart- 
ment is formed doing the work of estate management and the 
supervision of the societies About 120 societies of this type 
have been formed, the most important of them being those in 
the Sittang area, which have organised a Banking Union do- 
ing the work of a Central Bank An attempt is made m the 
scheme to maintain peasant farmers cultivating land of good 
size The ultimate success of the enterprise will depend on 
-preventing alienation of the land and on improving agricul- 
ture 


IRRIGATION SOCIETIES 

In Bengal — Bengal has specialised in irrigation societies, 
and the Royal Commission on Agriculture has referred to 
them as one of the few examples of successful organisations 
of non-credit societies The total number of societies in 
1929 was 758 with a membership of 20,000, and they cover 
a total area of 1,30,000 bighas, (one acre=if bighas) The 
largest number of these societies are in the Districts of Bir- 
bhum and Bankura Some of them put up an embankment, 
hut most of them take up the work of re-excavation of silted 
up tanks and canals, or of constructing vviers against run- 
ning stream lets As a result of the work of these societies, 
large areas* are rendered immune from drought and crop 
failure All this is achieved with no outside help, except that 
of the organising staff provided by the Co-operative De- 
partment 

In Madras — In Madras, there are 17 irrigation societies, 
■9 of which are for irrigating land jointly with the aid of 
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power pumps, and S for keeping channels in good repair, 
known as Kudimaramat work The societies obtain long- 
term loans from Government 

In other Provinces — In Bihar and Orissa, there are 3 irri- 
gation societies The Dam construction societies of Bom- 
bay already described are irrigation societies A couple of 
power pumps societies also exist in Gujerat The 26 silt 
■clearance societies of the Punjab are irrigation societies, as 
thtj are engaged in the work of clearing silt from old 
channels 

Future work — It will be seen from the above brief sum- 
mar}' that the extent of work done up to now in the direc- 
tion of agricultural development is very small and there is a 
vast scope for further work On the other hand, several im- 
portant matters have received very little attention For 
instance, no measures have yet been taken to prevent soil 
erosion which has been taking place every year in many parts 
■of the countr} Methods of dry farming, in areas where 
rainfall is scant} and irrigation is impossible, is another 
matter deserving immediate attention In canal irrigated 
areas, another kind of co-operative effort deserves attention 
The work of distribution of water can well be taken over by 
co-operative societies, thereby reducing a portion of the cost 
of water and avoiding the much complained of irritating 
treatment at the hands of petty officials As for the know- 
ledge of scientific agriculture, it must be admitted that it has 
made little advance m rural areas even m those places where 
it could be applied with advantage Animal husbandry yet 
awaits to be improved m the villages, though it forms one of 
the most important factors in rural economy ever} where 
Vnd above all, the man behind the plough, who forms the 
chief factor in agriculture, has received very little attention 
A writer on Ireland has remarked “The wealth of a nation 
lies, not on the material resources at its command, but in 
the energy, initiative and moral fibre of its people, without 
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these attributes no countn can become permanently pros- 
perous, with them, no unfavourable circumstance can long 
prove an insuperable obstacle” 

Value of Education — IHtteracv and ignorance of the 
Indian farmer have hampered the growth of agricultural 
development and the progress of co-operation At a time 
when scientific methods in farming and in the handling of 
the farm produce form the rule, the old fashioned simple 
methods will no longer suffice Farmers as a rule are conser- 
vative and distrustful of new methods, and this apathv and 
distrust can onlv be remov ed by education Education of the 
farmer is essential not merelv for agricultural and co-opera- 
tive advancement, but for all kinds of rural progress 


CHAPTER XXXII 

AGRICULTURAL ORGANISATION IN BOMBAY 

Agricultural Associations — Functions — Causes of their failure — 
Taluka De“ etopment Associatwns^-Objeets of the Associations — 
bunds and Grants — Present Progress — * Supervision of Co-operative 
Societies — Dt tsiotwl Boards — Composition of the Board — Functions 
of the Board — Meetings of the Board — Central Joint Board — Dt t- 
sional Cotton Committees — Bombay Pro tncial Board of Agricul- 
ture — Subjects dtsctissed by the Board — Imperial Council of Agricul- 
tural Research 

Agricultural Associations — Organised efforts to improve 
agriculture in India began to be made since 1904, when the 
Agricultural Department in every province began to be sepa- 
rated from other departments and placed under the Director 
of Agriculture With a view to spreading the knowledge of 
scientific agriculture and of improved methods of farming 
among the people, model farms were established in various 
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places, and private bodies under the name of Agricultural 
Associations were formed m many provinces These As- 
sociations were not registered bodies , nor had they any defi- 
nite power given to them They were voluntary organisa- 
tions, supported by the subscriptions of their members, and 
encouraged b> the officers of the Agricultural Department 
\ large number of such associations were formed in the 
Bomba} Presidency and a few in other provinces as noted 
in the previous chapter 

Functions — Their main function was to popularise new 
methods in agriculture, new manures and new implements 
and the introduction of improved seed With the aid of some 
of the associations, the Agricultural Department established 
demonstration farms and placed each of them under an Ins- 
pector or Demonstrator, appointed bj the Department The 
Associations also held demonstrations, and occasionally ex- 
hibitions, but did no organising work The} also helped 
the Department in the work of Agricultural Conferences 
The most important of these bodies is the Deccan Agricul- 
tural Association established in 1909, which still exists and 
has been conducting the Marathi agricultural journal 
"Slictki and Sltctkart ” 

Causes of their failure — These Associations have on the 
whole proved a failure The area from which the members 
were drawn was usually too large to permit of concentra- 
tion of activity sufficient to produce any positive results No 
definite task was assigned to them, and they produced no 
tangible results They often depended too much upon the 
enthusiasm of a single member 

Talitka Development Associations — With a view to s}ste- 
matising the work done by the Agricultural and Co-operative 
Departments in respect of agricultural improvements, the 
Government of Bombay in 1922 embarked upon the policy 
of forming Taluka Development Associations The member- 
ship of these associations is open both to co-operative soci- 
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eties and to individuals who are willing to p iv a small 
subscription The association is mtrch a deliberative bodv 
which meets two or three times a vear to appoint office-bear- 
ers, to sanction the budget and to approve the programme of 
work The execution of the programme is entrusted to the 
Secretary and a small working Committee, of which two 
members are representatives of co-operative societies in the 
taluka The Associations are registered under the Co-opera- 
tive Act, and their total number m 1930 is 80 

Objects of the 4ssocia1toti<: — The main object of an Asso- 
ciation is demonstration of improvements in implements, in 
seed and in manures, but other objects are also kept m v icw 
for being undertaken where possible I he following are 
the objects in the model bv-laws — The object of the Asso- 
ciation is the agricultural development and organisation and 
supervision of co-operative societies of the Taluka concerned, 
and with a view to achieving the object, to undertake work 
in the following directions — 

(1) Dissemination of agricultural knowledge bj means of 
demonstrations, lectures, pamphlets etc 

(2) Introduction and supplj through Co-operative Societies 
and on the principles of the Co-operative Movement 
of 

(a) good and reliable seeds, 

(b) better and improved implements, and 

(c) good and useful manures 

(3) Improvement of the breed of cattle and the milk sup- 

pb 

(4) Consolidation and enlargement of scattered and small 
holdings 

(5) Development of secondarj home industries 

(6) Organisation and improvement of co-operative soci- 
eties, to increase the resources of agriculturists and 
also for better cultivation of their lands and for the 
supplj of domestic requirements 
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(7) Representation of the grievances of agriculturists to- 
the authorities concerned 

(8) To purchase on indent for members and constituent 
societies such resources in seed, manure and imple- 
ments as they may require, pending the organisation of 
separate societies for the purpose, or to purchase such 
articles on indent for members and constituent soci- 
eties when required, or to arrange for sales of the agri- 
cultural produce of members without incurring any 
financial responsibility 

(o) Such other work as may suggest itself to the general 
body 

Funds and Grants — -The funds required for the work of 
the Association are provided bv annual subscriptions from 
members including societies, and an annual grant from 
Government which is equal to the income from other sources 
up to a limit of Rs i,ooo 

Recently, however, as Government, on account of financial 
stringency, have ceased to make grants to new associations, 
no future increase in the number of such associations would 
be possible 

Present progress — Out of the numerous objects enumerat- 
ed above, the mam work undertaken at present consists of 
agricultural propaganda The 8o Associations in the whole 
presidency' have a membership of 55,000 individuals and 621 
societies The expenditure of all these Associations on agri- 
cultural propaganda was over a lakh of rupees The Klian- 
desh Division shows the best development as regards these 
Associations The 17 associations m Khandesh had a mem- 
bership of 29,000 individuals and 199 societies and spent 
\ Rs 33,000 during the year In the Southern Division the n 
Associations had a membership of nearH 4,000 individuals 
and spent nearly Rs 24,000 

Supervision of Co-operative Societies — It was originally 
intended that in areas where a development association was 
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started, the superv lsion of credit societies in the area should 
be done by the association with the help of a Supervisor ap- 
pointed under it But this experiment did not prove success- 
ful in all cases, the function of supervision of credit societies 
being quite distinct from agricultural propaganda The 
work of superv lSion is now being assigned to separate super- 
v ising unions started for that purpose 

Divisional Boards — The Taluka Development Associa- 
tions work under the general guidance of Divisional Boards, 
of which there are six, created bv the Gov ernment resolution 
of 1922 

1 One for the Konkan Division, consisting of Kolaba, 
Thana, Ratnagin and Kanara Districts, 

2 One for the Gujerat Division, including five districts 
of that Division, 

3 One for the Khandesh Division, includes West and 
East Khandesh Districts and Nasik , 

4 One for the Maharashtra Division, includes the remain- 
ing Marathi Districts , 

5 One for the Karnatah Division, includes Dbarvvar, 
Bijapur, and Belgaum Districts, and 

6 One for Sind 

Composition of the Board — Both the Co-operative and 
Agricultural Departments jomtlv assist the work of the 
Boards Each of these Boards consists of two officials, and 
four non-official members One of the officials is the Deputy 
Director of Agriculture of the Division and the other the 
Assistant Registrar of Co-operative Societies belonging to 
that Division Of the four non-officials two are nominated 
by the Registrar of Co-operative Societies to represent the 
Co-operative Movement, and two by the Director of Agri- 
culture to represent agriculture One of the official members 
becomes by turn the Chairman of the Board 

Functions of the Boards — The functions of a Divisional 
Board of Agriculture are as follows — 
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(a) (i) to sanction grants to Taluka Development Asso- 

ciations , 

(11) to pass their annual budget, 

(in) to offer remarks on their quarterly reports 

(b) To prepare a programme of work for district agricul- 
tural overseers under the Agricultural Department and 
Agricultural Organisers under the Co-operative Depart- 
ment, such as popularising good seeds, implements, or 
holding short training classes of farmers to give 
instructions in practical methods 

(c) To scrutinise the quarterly reports of the Deputy Direc- 
tor of Agriculture and of the Assistant Registrar Co- 
operative Societies regarding agricultural co-operation 
and propaganda within the area of the Board 

(d) To consider and give opinion on matters referred to 
the Board by the Registrar or the Director of Agricul- 
ture 

(e) To develop non-credit agricultural societies and to re- 
commend the registration of such societies, and the 
amount of Government subvention that may be granted 
to it 

Thus the Board, besides distributing the Government grant 
allotted to Taluka Associations, undertakes the distribution 
of the Government grant for loans and subsidies to agricul- 
tural non-credit co-operative societies, which was formerly m 
charge of the Registrar of Co-operative Societies The 
Board also undertakes the distribution of the discretionary 
grant for propaganda purposes, which was formerly admi- 
nistered by the Director of Agriculture The Board is also 
expected to advise local officers as to the way in which the 
policy laid down by Government or by the Director and the 
Registrar is to be carried out in its division It is also ex- 
pected to discuss questions of general importance and to 
bring to the notice of the department concerned such meas- 

17 
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ures as it thinks should be taken for the economic advance 
of the division 

Meetings of the Board — The Board holds its meeting 
every quarter in different centres bv turn for the considera- 
tion of the business that may have arisen m the division m 
the course of the prev ious quarter A few local vvo-kers inter- 
ested m the work, and local officers of Agricultural and 
Co-operative Departments, are invited to attend the meetings 
and to express their views The travelling expenses of the 
members of the Board and their daily allowances while 
attending the meetings are paid b) Government, through the 
two departments concerned 

Central Joint Board — The Divisional Board submits a 
report of its proceedings to the Registrar of Co-operative 
Societies and the Director of Agriculture, who together form 
the Central Joint Board to deal with the recommendations 
made bv the Divisional Boards The decision of the Joint 
Board is final Any point on which difference of opinion may 
arise m the meeting of the Joint Board is to be referred to 
the Minister of Agriculture, whose decision is final 

Divisional Cotton Committees — There is of late a tenden- 
cy to set up special committees to attend to problems relating 
to particular important crops The Indian Central Cotton 
Committee, for instance, was constituted in 1921 and was 
given a definite legal status and endowed with large funds 
by the Indian Cotton Cess Act of 1923 In Bombay, Divi- 
sional Cotton Committee’s on the lines of the Divisional 
Boards are appointed for the three principal cotton areas of 
the Presidencv, of Gujerat, Karnatak and Sind Each Com- 
mittee similarly consists of the Deputy Director of Agricul- 
ture, the Assistant Registrar of Co-operative Societies, one 
representative of cotton dealers and one of the cotton culti- 
vators appointed by the Director The Committee deals 
with questions of cotton cultivation and cotton trade and the 
organisation of cotton sale societies where possible It is 
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Board was held about the end of 1927 and the following- 
subjects were discussed, which will gne an idea of the 
deliberative work done by it (1) The Function and Future of 
Agricultural Vernacular Schools and Agricultural Bias- 
Classes (There are about 60 such schools in the Presidency), 
(2) Land Development with special reference to dr\ -farm- 
ing, (3) Measures to be used against grass-hoppers and lo- 
custs, (4) Well boring, (5) Publicity methods for Agricultural 
Improvement, (6) The impro\ement of the supph of bulkv 
manures in canal tracts, (7) A report of progress since the 
last Meeting of the Board in 1925 on the following subjects 

(a) Taluka Development Associations, (b) Secondary Occu- 
pations, (c) Cattle improvement, (d) Agricultural Machinery 
and Implements 

The Imperial Council of Agricultural Research — It may be 
mentioned in this connection that, as a result of the recom- 
mendation of the Rota! Commission on Agriculture, the 
Government of India in 1929 has constituted the Imperial 
Council of Agricultural Research, and a Provincial Research 
Committee has also been formed m each pro\ ince The 
objects of the Council are defined as follows — 

(a) The promotion, guidance and co-ordination of agricul- 
tural and veterinan research throughout India 

(b) The training of research workers under a scheme of 
research scholarships or in other wajs 

(c) The collection and dissemination of information in 
regard, not onh to research but to agricultural and ve- 
terinary matters generalh 

(d) The publication of scientific papers, etc 
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CHAPTER XXXIII 

CONSOLIDATION OF HOLDINGS 

Need of consolidation — Earlier Efforts — Consolidation -tor). m 
Europe — Co operative Method of the Punjab — Details of the Me- 
thod — Go eminent Staff — Progress of work in the Punjab — hi other 
Projinces — Advantages denied from Consolidation — Preventive Mea- 
sures in Europe and India 

Need of Consolidation — The Law of Inheritance in India 
has subjected the land to divisions and sub-divisions, and the 
preference shown by the heirs of a deceased owner to get 
a share in each class of land, has made fragmentation more 
and more pronounced The process has proceeded to a 
greater e\tent in tracts where crops are secured bv ade- 
quate rainfall than in those with a precarious rainfall, where 
small scattered holdings would not have sufficed to maintain 
a family A field is often found split up into as man) chess- 
board plots as the number of shareholders, with the result 
that an owner has his holdings scattered all over the village 
area m tiny units It is natural that he should feel no incli- 
nation or incentive to appl) intensive methods of cultivation, 
and the tendency to indifferent farming is more and more in 
evidence 

Earlier Efforts — Various methods were suggested from 
time to time to bring about consolidation of fragmented and 
scattered holdings in India In Bombav, Mr Keatingc, 
the then Director of Agriculture, drafted a Bill in 1920 to 
help the work of consolidation Government did not wish to 
adopt it as their own measure, but permitted Mr Keatmge 
to introduce it as a private Bill, which, however, never came 
up before the Council The Bill was more or less of a 
permissive nature In 1927, Sir Chunilal V Mehta, the then 
Revenue Member of Government of Bombay, introduced in 
the Bomba) Legislative Council what is known as the Small 
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Holding’s Bill, but it was withdrawn owing to the opposition 
expressed in many quarters In Baroda, a Law has been 
enacted on the subject, but it is of a preventive nature, for- 
bidding sub-division of a field beyond a certain extent 

Consolidation -work m Europe — Fragmentation of hold- 
ings exists also in European Countries, though not to the 
same extent as in India Whatever the extent of the evil, 
it is met by legislation, as in France, German) and the Scan- 
dinavian Countries The law allows the majority of owners 
to enforce consolidation on the minority, the work being 
done through Government Officers Certain privileges are 
also given to facilitate the work, such as exemption from 
payment of stamp duty and registration fees on deeds of 
exchange, and in some countries financial aid is also given to 
help the dispossessed owners of houses, etc The earlier law 
of France allowed consolidation to be done only with the 
consent of all the proprietors or a large majority of them 
A similar law still prevails in Denmark But nowhere in 
Europe is the work done with the help of Co-operative 
Societies 

Co-operative Method of the Punjab — It was in the Punjab 
that the co-operative method was first tried to meet the evil 
b\ forming Co-operative Consolidation of Holdings Societies 
The object of such societies is to effect the work of redistribu- 
tion of scattered and fragmented holdings into larger blocks, 
in order to secure economy of management, better irrigation, 
and better protection of crops The work is to be done with 
the consent of all the owners concerned No doubt, it takes 
considerable time to bring round every owner, however small 
his interest may be It mav, however, be remarked that 
work done through Government agency with the help of 
legislation, as in European Countries, often leads to pro- 
tracted litigation at the instance of discontented owners 
There is no chance of litigation in the Punjab system, for 
the redistribution is voluntary Minor disputes arising sub- 
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frequently are settled by the society through arbitration The 
time spent, therefore, in reconciling all the owners at the 
initial stage cannot be considered to be a waste 

Details of the Method — For doing the work of consolida- 
tion, Government has appointed the necessary staff consist- 
ing of special surveyors (Sub-Inspectors) drawn from the 
official land revenue staff, with a few Inspectors to supervise 
their work The ground is first prepared by the regular co- 
operative staff by explaining the evils of fragmentation and 
the advantages of consolidation, on their visit to the soci- 
eties in their charge When it is felt that there is a chance 
of success, a Sub-Inspector of the Consolidation staff is 
detailed He visits the village, holds a general meeting of 
the people, explains the advantages and methods of work, 
and when he feels that there is a general agreement, he takes 
the signatures of the villagers agreeing to the redistribution 
of holdings, and a Managing Committee is elected Each 
owner has to agree to the desirability of consolidation, and 
to the general idea of repartition of the village lands with 
this end in view, each such owner has then to agree to abide 
by any plan of repartition prepared by the Committee and 
approved by 2/3rds of all the owners, he further agrees 
to refer all disputes to arbitration It may, however, be 
remarked that the repartition is not effected without the 
consent of all the owners, though the agreement embodied m 
the Bye-law requires the consent of only a/^rds of all the 
owners 

The Sub-Inspector then seeks to settle the following points 
and such others as may arise in the village — (i) Classifica- 
tion of soil for purposes of repartition (2) Reservation of 
plots for common village purposes, for example, roads, 
manure pits, etc (3) Question of compensation for special 
improvements, such as fruit trees, timber trees, etc (4) 
Settlement of shares in wells and other sources of irrigation 
When all these preliminaries are settled, the Managing Com- 
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the land and gets the classification approvid In the general 
meeting The extent of interest of each member m the area 
is then ascertained according to the settled classification \ 
field map is then prepared showing the redistribution of the 
land It is then placed before the general meeting If all 
the members do not agree to the proposed plan, a new plan 
is prepared 1 his process goes on even thriee and four 
times Sometimes several months’ labour is lost through 
the obstinacy of a single owner, unless he is brought round 
by pressure of public opinion YV lien the general eonsent 
is obtained, possession of the redistributed plots is given 
to the members A note showing the fields of a member 
before and after consolidation is supplied to ever) one Mu- 
tations are then entered in the registers and all the members 
appear before the Revenue Officer who inquires as to 
whether each and everyone concerned has agreed to the re- 
partition, and sanctions the mutations In order to avoid 
cancellation of a society on account of failure to bring about 
common consent, registration is resorted to when all the 
procedure mentioned above is gone through The main 
object of registration is thus to enable the members to decide 
any dispute that may arise later with regard to the rights, 
boundaries, rent, etc 

Other difficulties also arise in the course of the work 
There may be a mortgagee, but he is satisfied by the Com- 
mittee in the same way as the landowner Where a Hindu 
widow is m possession of a land, the reversioners are also 
consulted or made members of the society Persons under a 
disability, as a minor etc , are represented by their guard- 
ians In the process of redistribution if an owner is allotted 
land inferior to that which he formerly held, compensation 
would be paid to him by the person who has gamed by hold- 
ing a superior land 

Government Staff — When the experiment was first taken 
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in hand, there were only io Sub-Inspectors In 1929, the 
staff was increased to 120 Sub-Inspectors and 10 Inspectors 
The annual cost to Government is more than 1^ lakhs The 
members of the staff are regularly trained m the detailed 
work of consolidation for a period of about a month by plac- 
ing the new recruits under experienced Inspectors Other 
Provinces at times depute Officers to be similarly trained 
\ Refresher Course is now being held for about ten days 
every year The cost borne by Government works out at 
about Rs 1-8-0 per acre Local labour and an office, with 
free residence for the Sub-Inspector, are provided by the 
village, the cost of which does not exceed a couple of annas 
per acre 

Progress of work — The work of consolidation was com- 
menced m 1920 In 1925 about 40,000 acres were consoli- 
dated The work done m the following years is as fol- 
lows — 18,000 m 1926, 38,000 in 1927, 64,000 in 1928, and 
48,000 in 1929 The total area operated is thus more than 
two lakhs of acres, and the work has successfully been com- 
pleted in 500 villages The total number of holdings has 
been reduced from i/6th to i/ioth the former number It 
is said that success has been obtained to a greater extent 
in those villages where there has been a good credit society 
for a number of years It must, however, be remembered 
that the work taken in hand in a number of villages had to 
be abandoned on account of the obduracy of one or two 
members The difficulty is sometimes met by leaving out 
the land of those who object, where such a course is possible, 
without hampering the main scheme In many cases, such 
members voluntarily join when they perceive the benefit of 
the work The work in all the districts has not been uni- 
form In some districts spontaneous applications for con- 
solidation are being received, while in others, as in Amritsar 
and Lahore, the work is less successful, and this is attribut- 
ed to the fact that in canal irrigated areas each land-holder 
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wishes to keep the advantages, real or supposed, that he mat 
alreadv hate in respect of nearness to the outlet or other 
similar matters The work does not inereasc with the mere 
increase of the staff as is shown hi the figures of 1929 The 
mo’-e the number of owners m a given area, the more time is 
taken to complete the work , because the work has to be 
done bv the common consent of all 

In other Pro-'inces — In Kashmir, 32 societies of this tape 
have been formed, 1 1 in Bsroda and 6 in the United 
Pros inces 

Advantages denied from Consolidation — The advantages 
derived bv members from consolidation arc numerous IVew 
wells are sunk, old wells repaired, irrigation is extended, 
and land formerlj ljing waste is brought under cultivation 
There is more demand for canal water, about 25 per cent 
more than formerly Cattle trespasses have been diminish- 
ed, and a better breed of cattle is springing up Litigation 
arising out of encroachment of boundaries has disappeared 
Tarming has become more intensive and the outturn of crop 
has increased Rents hate gone up, and the enhanced rents 
are wilhngl) paid b> the cultivators Since 1929, there has 
been an appearance of welcome community spirit Villagers 
are beginning to set apart their plots of land for the digging 
up of manure pits, for grazing grounds, for gardens, for 
school buildings, and even for school plaj -grounds In fact, 
the reports of the Registrar of the Province have alvvajs 
been highlv praising the work accomplished bv the co-opera- 
tive method, and the Province mav take a just pride for 
the results achieved 

Preventive measures in Europe and India — Measures for 
promoting consolidation are no doubt necessary, but those 
for prevention of fragmentation are more imperative Hold- 
ings once consolidated roaj again become fragmented, unless 
the process is prevented b> suitable measures „ In India, 
no steps for prevention of fragmentation of holdings are 
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possible except through legislation The Bombaj Small 
Holdings Bill of 1927 contained two parts, one to bring 
about consolidation, and the other to prevent fragmentation 
by prohibiting all future sub-divisions of land into plots 
which are agriculturally uneconomic, and by ensuring that 
all transfers of land shall thenceforth be towards the consoli- 
dation of holdings instead of in the direction of fragmenta- 
tion The Bill, as already stated, was withdrawn Many 
people are of opinion that legislative reform of this nature, 
interfering with the rules of succession and subdivision of 
estates as such, is likely to cause opposition, unless the 
minds of the people have been prepared in advance for its 
acceptance by an educative propaganda 

In European countries, various customary measures are m 
force for the prevention of fragmentation The English 
Law of Primogeniture enables the eldest male to inherit the 
real property of his father, the rest of the children being 
entitled only to the movables Moreover, in those of the 
European countries, where what is known as the Law of 
Napoleon is in force, the elder brother can buy out the 
jounger, and so become the sole proprietor of the ancestral 
land 


In France and Italy, legislation has recently been passed, 
allowing the constitution of small family properties for culti- 
vators, which property during their duration cannot be at- 
(tached or sold or divided by any order of a Civil Court or 
‘otherwise The general principle of the law is that the head 
of the family may, by a declaration before a Magistrate, 
after due notice, constitute any rural property including his 
house into a family property, which shall then be inalienable 
and exempt from attachment or seizure during his life-time 
or until such period as it passes to a major heir Only a 
small properly can, however, thus be converted into a f amity 


property) Opce it is so constituted, it cannot be transferred 


bv will 
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CHAPTER XXXIV 


CO-OPERATIVE JOINT FARMING AND 
LABOURERS’ SOCIETIES 

I The Joint Farming Society 

I The Joint Farming Societv 

Its Origin — Toio Types — Individualistic Si stem — The Collecttjist 
System — Capital — Discipline — Ad- outages of Joint Farming- — Other 
Countries — India 

II The Labour Society 

Its Origin and Nature — State Atd — The System — Discipline — Nature 
of aio rk undertaken — Benefits — Possibilities »n India 

Its origin — Italy has made a special contribution to the 
co-operative movement by organising tvvo types of labour- 
ers’ Societies, one of which un 6 eTtah.es 3 omt husbandry and 
the other large works of public utility Agriculture, all over 
the world, is carried on on the individualistic basis, but m 
some parts of Italy, the joint-farming system on co-operative 
lines has been successfully introduced It came into being 
as a remedy for two evils, the mitigation of unemployment 
and the elimination of the rent-collector Landlords owning 
large estates lived m cities, renting their lands to farme: 
generals, who in their turn employed labourers for cultiv 
tion It was this system which the joint-farming societie' 
attacked The first attempt was made in 1 S 86 , when a num- 
ber of tenants in Cremona formed a society and rented a 
large estate direct from the landlord and farmed it out to its 
members The experiment proved unsuccessful, chiefly Jue to 
the trouble raised by the landlord The next ^perimeiHf 
which proved successful, was made in Milan ij^&94 T* 
movement thereafter began to sf^ead slowly steadily, 
greater progress being hampered by lack of cE^IPn After 


I 
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the termination of the European War, a large number of the 
demobilized soldiers had to be employed on land, and Go\~ 
ernment offered the required funds and also large areas of 
unoccupied state lands to such societies Thereafter, soci- 
eties multiplied and their number is now more than 500 

Two types — Joint Farming Societies are of two types, 
individualistic and collectivist In the former, which is the 
more common, the land obtained on lease is divided into 
small plots, and each member cultivates his own plot, paying 
rent to the society , in the other, individual possession is not 
allowed, and the members work for a fixed wage under the 
society's manager, and the produce is pooled The Catholics 
form the former ty pe of society and the Socialists the latter 
Each type is often suited to the land taken up for cultiva- 
tion Thus, the Socialists might be obliged to adopt the 
individualistic type, or the Catholics the collective type, 
either partially or whollv, if the nature of the land required 
the adoption of such a course The individual farmers 
generally grow fruit, and the collectivists, rice and wheat 
In the former t^pe of society, the members are no more 
labourers, but have settled down as farmers, and in the latter 
they continue to be labourers Government loans are now 
made through the Co-operative National Institute of Credit, 
which also arranges for the audit and inspection of the 
societies 

Individualistic System — In this system, which is common 
m Ravenna, each member is given a plot according to his 
need for a term of years, generally co-e\tensive with the 
society’s lease with the landlord, which mostly runs for 9 
to 12 years The conditions are that a member should not 
sublet, he must pay his rent regularly, and should not mis- 
use his land The distribution of the land is revised at the 
end of the period of lease, to see if any member has got more 
or less than his needs warrant, and adjustments are made ac- 
coi dmgly, causing as little disturbance as possible to fixtures 
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made by tenants Each member must have his own equip- 
ment, but the society makes arrangements to purchase costly 
machinery for being given on hire to members Some soci- 
eties introduce a sale and purchase department to enable 
members to purchase seeds, manure and even household 
necessities, and to sell their produce A lending department 
is also often attached A trained agriculturist is appointed 
as a manager by the society for giving expert advice to 
members The parish priest gives every assistance and 
guidance, and composes differences and misunderstandings if 
any All members are required to insure their crops The 
premium on grapes is 18 per cent and on wheat 6 per cent 
Most of the societies are of unlimited liability and no divi- 
dend is distributed, the profit being carried to the reserve 
7 he collectivist system — In the collectivist system of farm- 
ing, the land is taken on a lease as in the other system, but 
the operations are done collectively as in a factory Imple- 
ments, machines, livestock belong to the society Shares 
are paid in cash or by labour, or by both methods The 
operations are directed by the manager Every member 
receives a small plot, the area of which varies according to 
the size of his family The^divjt'iipn of land is m ade not for 
o wnership but for cultivation only Experiments for 
introducing the pure form of collectivism i e for cultiva- 
tion without division, are also made, but they are not all 
very successful Seed and manure are supplied by the society, 
one-third the cost being debited to the member’s account, 
and the rest to the profits account Labour is supplied by the 
member and his family Plots are redistributed every year 
or every second year Medow land is not divided Wages 
are paid partly in kind and partly in cash All produce is 
pooled, and profits are distributed in proportion to the wages 
paid Some societies open a store for shopping, and some 
do also banking on it small scale 

Capital — Capital, in addition to that supplied by the 
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members, is borrowed from People’s Banks Implements, 
machines and manure are supplied on credit by the Union at 
Ravenna Since the war, however, capital is being’ supplied 
by Government through the local banks or the National 
Institute of Credit at 2 to 3 per cent below the market rate 

Discipline — As for discipline, besides the sense of honour 
of the members, there is the tie with trade unionism which 
serves to facilitate matters Every member of the society 
must be a member of the local trade union, where he learns 
the value of discipline Members realise that whatever en- 
dangers the society, endangers themselves Disputes be- 
tween the society and its members are decided by the trade 
union Breaches of discipline are punished by cutting wages 
as a fine, and even by expulsion, but as an extreme measure 

Advantages of joint fanning — Both the systems of joint 
farming have yielded satisfactory results There has been 
an improvement m the method of farming, giving a better 
yield Some societies have built local theatres out of their 
undistributed profits A common-good fund is a feature of 
almost all the societies Some have made provision for 
schooling of the children, and some for medical aid, where 
either did not exist before Such amenities are more in evi- 
dence in the case of the collectivist than m the individualistic 
system of farming 

Other countries — The joint farming system on the indivi- 
dualistic plan is introduced in Roumania, Ireland, France, 
and Germany 

India — \s regards India, it would be difficult to induce 
the illiterate and conservative peasantry to change the exist- 
ing old system into a new one Two attempts to introduce 
the Italian system were made in the Bombay Presidency 
One of these was at Arjunsonda in the Sholapur District, 
where a society was formed on the collective plan, and tne- 
other at Bhambora in the Ahmednagar District on the indivi- 
dualist plan Both, however, were unsuccessful The 


Maharaj Peth Joint Cultn ation Society of Hangal in the 
Dharw ar District is a len recent experiment in the same 
direction, but after the death of its energetic manager, the 
Society has given up joint cultiv ation for the present 

It would be possible to introduce one or the other of the 
forms of joint cultivation on land nevvlv brought under 
cultivation, such as in the case of canal areas in Sind or the 
Punjab, or of the new disafforested areas in Burma One 
great advantage of the svstem would be the elimination of 
fragmentation of holdings as a result of the laws of inherit- 
ance 4 . joint farming society can also be made the centre 
of all the co-operative activities, and in fact of all the rural 
actn ities of the v dlage 

II The Labour Societv 

Its Ongin and Nature — The labour societv also known 
as Brachianti, jointly undertaking works of public utility , 
is another achievement of Italv Its object is to eliminate 
the middleman — contractor Beginning with simple under- 
takings like, making a road, or building a hospital, it has 
extended its activities to construction of railway and even 
to operating mines Though the movement commenced in 
about xSSo, it began to take a firm root from 1900 and 
spread rapidly after the War, so that there are now* nearlj 
3,000 societies Both Catholics and Socialists have formed 
such societies The) differ from the English Building 
Guilds which supplj nothing but their labour 

State Aid — Government grants liberal aid to the societies 
through the National Institute of Credit Before making 
payments, the Institute careful!) checks through its engine- 
ers the projects and the estimates Nearl) all works of 
Gov ernment and local bodies are entrusted to the societies 

The System — Each societ) appoints a manager and a 
Committee, on which the representatives of the local labour 
Union have also a seat Service on the Committee is free 
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Paid officials attend meetings but have no vote Each mem- 
ber of the Committee supervises the work of the societv by 
turn for a week, receiving only the bare expenses The 
initial capital is raised by shares, the amount whereon may 
be paid by instalments Ihe liability is limited Wages 
are paid on the basis fixed by the Labour Union Different 
grades of pay are sometimes settled for different kinds of 
work, and the classification is revised once a y ear Mem- 
bers are divided into squads, each under a foreman who is 
responsible for all implements and materials used, for the 
correctness of the pay-sheet and for general discipline Pro- 
fits are distributed as follows 10 per cent to the reserve, 
40 per cent to the accident and pension fund, and 50 per 
cent are distributed in proportion to the wages paid When 
work is insufficient to give full-time employment to all mem- 
bers, they either do turns, or reduce the hours of work In 
a few societies, applicants for membership are required to 
serve a probationary period The Catholic and the Socialist 
societies have formed separate unions 

Discipline — Discipline is maintained by warnings, by 
fines, by reduction of wages, or by temporary suspension 
from membership, and m extreme cases by expulsion Be- 
hind the society there is also the trade union, and expulsion 
from the former automatically involves expulsion from the 
latter, which no member would risk 

Nature of work undertaken — The works usually under- 
taken are roads, embankments, terraces, bridges, buildings, 
reclamation and draining of marsh and swamps Two soci- 
eties have successfully undertaken the construction of rail- 
way lines Societies are formed not merely by ordinary' 
labourers, but also by persons belonging to different trade, 
such as carpenters, joiners, masons and metal workers 
Even porters, dockers, sailors and carters have formed soci- 
eties 

Benefits — Since the introduction of these societies, un- 
it 
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employment has been considerably reduced, the wages have 
increased 6 to 8 times the scale allowed by the contractors, 
and as prices have increased, only 3 or 4 times the pre-war 
rates, labourers on the whole have become more happy and 
less discontented Most societies insure the hies of their 
members, and make provision for a provident fund for the 
aged and the infirm 

Possibilities m India — Labour Societies on the Italian 
model were tried m a few provinces Of the 4 societies 
formed in Bombay only two have survived The Huhen 
Labourers' Societi in the Belgaum District is formed bv 
the depressed classes It gives advances to members and 
deducts them from the wages when the work is done The 
societi has been able to secure sufficient number of contracts 
In 1930, it made profits amounting to Rs 2,000, which were 
distributed as bonus among the members after setting 
apart a portion for the reserve The other society, which 
exists m Broach, is formed by labourers belonging to the 
building trade It executes contracts for erecting buildings 

In Madras, there are as mam as 63 societies of labourers 
1 Lev work as road-makers, wood-cutters, cart-men and field 
labourers Onlv 33 societies are doing well The Regis- 
trar complains that patronage from public bodies and even 
from Government Departments, has not been encouraging, 
and that the powerful competition of private contractors is so 
strong that the labour societies could not stand against 
them The few societies of Travancore are doing well due 
to Government patronage 

There is no doubt a great possibilitv of starting such soci- 
eties in large numbers in various provinces But sufficient 
patronage must be forthcoming from public bodies as well 
as from Government On die other' hand, much propaganda 
will be required to persuade the labourers themselves of the 
great benefit they would derive by T forming such societies 
In the ease of the Italian societies the stimulus came from the 
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labour unions In India, though unions are formed among 
the men working in factories, workshops, docks and rail- 
ways, no such unions exist among day labourers work- 
ing in a trade But it is doubtful whether their absence 
can be pleaded as an excuse for the want of development 
of the co-operative labour societies in our country Labour 
unions in other European Countries, though found m all the 
grades of labour, have remained content with the mere work 
of resisting the employer’s taking undue advantage of their 
helpless position The great development of labour societies 
m Italy is mainly due to the help they receive from Govern- 
ment in the shape of loans, as well as to the patronage held 
forth from Government departments and local bodies by giv- 
ing them contracts Similar assistance in this country will 
no doubt lead to the development of 1 ibour societies on a 
large scale 


CHAPTER XXXV 

INSURANCE SOCIETIES 
I Life Insurance 

Mam Principles of Insurance — The Ssstem — Difference belaieen Life 
and other Insurances — Two I mds of Companies — Actuarial Sci- 
ence — lactors Gojcrnin g Pates of Premium s — Different Kinds of 
Policies — Shanni j of Profits — Payments of Premiums — Surrender 
I'alue of a Policy — Age of the Insured — Medical Examination — 

/ unit of Pis l s and Ptinsurance — Fxtra Rtsl s — Insurance of 
IV omen — Annuities — Fidelity Insurance — Industrial Insurance — Post 
Office Insurance — State Insurance System m Mysore — Group Insur- 
ance — Joint Life Insurance — Exemption from Income-Tax — Co- 
operatue Insurance Society of Great Britain — House Purchase 

Plan Co opcrati <e Insurance Societies of Bengal and Bombay — 

Prooident or Benefit Funds 

Main Principles of Insurance — Insurance is a method 
adopted for making financial provision against certain risks 

IS* 
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or death, from 1 common fund collected from persons willing 
to make mutual contributions to meet indnidu il risks The 
essential eleme nts of incur incc ar< foresight and t o-opt ra- 
tion The term ‘‘assurance’* is generally applied v nh refer- 
ence to "life” risl s, and "insurance” to risks of other 
kinds 

Two sets of cv cuts ma> disturb all ant eipations, w* , 
(r) damage to propertv b) such forces of n ituri , is lightning 
and bail, or perils of the sea, or fire, ( 2 ) premature death 
1 lie sufferers from these losses arc often ruined, while the 
same pecuniar) loss, if distributed our the whole number, 
would be little felt In man) countries in olden times, the 
sufferers were helped b) some 1 md of \olunlar) relief, 
but such help vns uns)stcnntic and irregular Insurance 
begins when the liabdit) for the loss is reeogmrcd as com- 
mon, and prouston is made beforehand to meet it from a 
common fund 7 his conception led to the formation of as- 
sociations for insurance 

7/ic s)stci« — Insurance has now become an csscntj d part 
of the social programme in nil cnili?cd countries experi- 
ence has shown that the corporate form of relief is the 
obvious remed) for the chief difficulties referred to above 
Single risks become speculative wagers A great number 
must be taken together to obtain a trustworthv average 
A permanent institution can be trusted in long contracts 
When regular associations began first to be formed, the pre- 
miums were fixed b) guess work 7 lie first important step 
towards the scientific valuation of hazards was taken in deal- 
ing with the insurance of human life, bv a scientific studs 
of human mortaht), with the help of statistical ind mathe- 
matical methods These methods led to the establishment 
of the theor) of probabilities In the case of insurance of 
castiabtics, the premiums arc determined b> the trainer! busi- 
ness judgment of individual managers with the help of such 
statistics as the) maj obtain Fire and marine insurances 
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value, earning- a limited dividend and held onh by the 
policy-holders and be a few sympathisers for helping the 
concern 

Actuarial Science — The life insunncc business Ins been 
developed on scientific lines by a careful stud) of vital statis- 
tics, so that the insurance risl eould be ealcul ited as ap- 
proximately as possible The rolleetive cxpiricncc of sueh 
calculation lias now been built up into what is knov n as tliL 
actuarial science, ind even life msuranee association en- 
gages the services of a qualified ictuary to prepare its tallies 
of premiums and to advise it on ill tcchmeal matters arising 
m the course of the business I hese tables are to lie prepared 
with great precision, so that thev do not require revision 
except at long intervals, if necessary, in the light of experi- 
ence gained 

Factors Governing Rates of Premiums — Ihe premiums to 
be charged depend not onlv on the rate of mortahlv to be 
expected, but also on the rate of interest to be earned bj 
the association on its funds, and on the proportion of the 
premiums to be set apart for profits, for the expenses, and 
for a reserve for providing against unforeseen contingencies 
The safety and solvencv of an insurance office depend upon 
its working witlun these limits 

Different Kinds of Policies — Several plans of life insur- 
ance are introduced and thev raai be classed under two main 
sj stems In the one, the insured amount is pa) able after 
death of the person insured, and in the other, at some speci- 
fied age or at death, if it occurs earlier The former is 
known as Whole Life Plan, and the latter as Endowment 
Plan These are again divided into several sub-heads ac- 
cording to the s)5tem of pavment of premiums, such as 
uniform premiums for the whole period, premiums limited 
in number, and a single payment, and also according to the 
s)stem of benefits given to the policy-holder, such as With 
Profits and Without Profits, and with a number of plans for 
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payment of profits or bonus The amount of premium to 
be paid is determined by the particular plan adopted 

Shaiing of Profits — The profits may also be paid to 
policy-holders in different shapes In the Double Endowment 
scheme, for instance, instead of profits, double the insured 
amount is paid in case of survival of the insured person 
after a certain period, or only the insurance amount in case 
of earlier death In another form of the same scheme, 
Knoyvn as Double Benefit Scheme, the insured person gets 
the amount of the policy at the end of the specified period, 
and a paid-up policy of an equal amount payable to his heirs 
on his death A scheme yvhich pays a high rate of profits 
merely by increasing the rates of premium can obviously 
hav^e no attraction 

Payments of Premiums — Premiums may be made payab'e 
at intcryals of a year or any shorter period, but are ahvays 
to be paid in adyance The policy would remain alive up to 
the last date of the period for yvhich the premium yvas paid 
A grace of 30 days is given for payment of the second and 
subsequent premiums If there is further delay in pay- 
ment, the premium is accepted if paid yvith interest yvithin 
one year on the production of a health certificate 

Surrender Value of a Policy — When premiums are paid 
for at least 3 years, the policv begins to have a definite value, 
though it has not matured This value is calculated at about 
one-third the amount of premiums paid, rising to a higher 
proportion as the standing of the policy increases, even up to 
go p c in the case of an endowment policy approaching 
maturity If the insured person wants to discontinue the 
insurance, he may get back the amount by surrendering the 
policy That is why it is known as the surrender value 
If he elects to keep the policy alive, he may get a loan from 
the Insurance Company to the extent of 90 per cent of the 
surrender value at a reasonable rate of interest Ihe Com- 
pany may also of its own accord deduct outstanding pre- 
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miums out of the surrender value, charging interest as on 
a loan A policy giving such accommodation regarding 
premiums is Lnoyvn as Non-forfeitnble Policy, and the sys- 
tem is now adopted by' all companies In the case of a loan, 
hoyyever, if the holder has assigned the policy to any per- 
son, the consent of the assignee will be required 

Age of the Insured — \ life js assured only' between certain 
ages, e g , rS to 55 The higher the age at which it is 
insured, the larger will be the amount of each premium, as 
well as the total of the premiums payable It is, therefore, 
ad\ antngeous to insure life at as early an age as possible 
Medical Examination — Exery person applying to be in- 
sured is medically' examined by' the Company's Doctor to see 
if he is a fit person to be insured The examination may 
be dispensed with under certain conditions, such as the 
production of a certificate of health by a recognized person, 
or that the insured amount would not be paid if death takes 
place in the first year of the Policy, and that if it takes 
place in the second year, only half the amount of premiums 
paid rvould be paid back The full amount, hoxvever, is paid 
if death takes place after the second year, or exen earlier, 
if death is caused by accident 

Limit of Risks and Reinsurance — \ person may insure 
his life for any amount, but exery Company fixes a limit of 
risks to be acceptable on a single life, and the amount of 
insurance beyond that limit is reinsured with other com- 
panies 

Extra Risks — Insurance in the case of persons, yvhose 
occupation exposes them to earlier chances of death, such 
as soldiers and others engaged m yvarfare, or those em- 
ployed m mines, or those residing m an unhealthy climate, 
xvould be taken at a high rate of premium A policy which 
undertakes risks of traxellmg or residence in all sorts of 
climate is knoxvn as a World Wide Policy 

Insurance of Women — In the case of women, on account 
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of risks of death at child-birth, etc , a higher rate of premi- 
um is charged If ordinary premiums are charged, then in 
case of death occurring within a certain age, say 45, the 
premiums with compound interests only are repaid If it 
takes place after that age, the full insurance amount is paid 

Annuities — Besides insurance of life, Insurance Compan- 
ies undertake other kinds of business, which is more or less 
of the nature of a benefit investment, e g , Annuities payable 
to children after a certain age for education, or a lump sum 
for business 

Fidelity Insurance — Fidelity insurance, for a definite sum 
against defalcations by an employee, is also undertaken on 
the system of pa\ment of periodical premiums, the amount 
thereof being dependent on the nature of work assigned to 
him Such business, though not coming within the scope 
of life insurance, may be of use to co-operative societies 
engaging paid men in responsible places 

Industrial Insurance — Insurance business is divided into 
two branches called ordinary and industrial The one des- 
cribed above is called ordinary, in wmch insurances can be 
effected for am amount, and policies below Rs 500 or 250 
at the least are not issued, and the premiums are generally 
payable at intervals of a year, half year or a quarter In 
the case of industrial assurance, the insured amount is small, 
generally not exceeding Rs 250 and the premiums are col- 
lected weekly by the company’s agents who call for them 
door to door The premium is uniform, generally a penn\ a 
week, but the sum assured varies according to age at entr\ 
On account of the high cost of collection in this system, no 
bonuses or other benefits are paid to policy -holders Some 
companies do both kinds of business The Prudential As- 
surance Company of London has achieved a great success 
in industrial insurance There are similar companies in 
America If such a scheme can be introduced in India and 
made popular, the premiums will have to be collected month- 
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h, as the industrial labourers receive their pav monthly in 
this country The Rupee Policies on payment of a rupee per 
month as premium were tried b\ some companies, but the\ 
did not become popular, as the business vv as not worked on 
the agencv svstem similar to that introduced by the foreign 
companies 

Post Office Insurance — To extend Life Insurance among 
persons of small means, and encouraged bv the success of 
the Post Office Savings Banks, the British Got eminent in- 
troduced the svstem of doing business in life insurance 
through the Post Office The limits fixed are £5 or multi- 
ples thereof up to /Too For want of camassmg, the busi- 
ness done is not extensive The Indian Government has 
introduced the Postal Life Insurance system, and policies of 
Rs 100 to Rs 10,000 are issued, but the business is confined 
only to Government servants, or persons m the service of 
public bodies which are of a semi-government nature like 
municipalities, rally. avs etc Premiums are payable monthly , 
and are deducted from the pav of the persons concerned 
Annuities and monthlv allowances can also be purchased 
from the Post Office by pav ment of a lump sum or of month- 
ly premiums 

State Insurance System in Mysore — In Mysore, there is no 
Postal Life Insurance svstem, but the State has introduced 
public life insurance for all its subjects The minimum and 
maximum limits of the policies are Rs 100 and Rs 5,000 res- 
pectiveh Any person who is a native of Mvsore, or a 
permanent resident therein, may obtain a pobev on his or her 
own life for Rs 100 or multiples thereof up to the prescribed 
maximum 

Group Insurance — Besides insuring individual lives, a 
system of simultaneous insurance of a group of men is also 
introduced, as m the case of members of a society , club, or 
of those working in a factory The amount of premium is 
based on the average age of all the men coming within the 



group \ single policy is issued for the whole group, pro- 
viding for the payment for a fixed sum on the death of each 
person in the group, on condition that such person was a 
member of the society, club etc , for at least 3 or 6 months, 
as may be laid down in the conditions The policy is renew- 
able every year according to the increase or decrease in mem- 
bership, and the premium is adjusted accordingly Medical 
examination can be dispensed with on the usual conditions 
attached to such exemptions 

The group system may with advantage be introduced in 
the case of members of Co-operative Credit Societies, on be- 
half of borrowing members The amount of premiums may 
be paid by the Society , debiting a proportionate amount to 
each member The introduction of such a system vv ill 1 benefit 
the society, the borrowers as well as their sureties 

Joint Life Insurance — Lives of two 01 more persons may 
be jointly insured, making the amount of policy pa) able to 
the survivor on the death of an) one of them 

Exemption from Incomc-I a\ — With a view to encourag- 
ing Life Insurance, Governments of all countries grant ex- 
emption from income-tax on the piemiums paid for life 
insurance to the extent of one-sixth the income Thus, if 
the minimum limit of taxable income be Rs 2000, and if a 
person’s income be Rs 2100, by paying annually life insur- 
ance premiums of Rs 120, the latter yvould be exempt from 
income-tax Another result yvould be that, the income of the 
person in question being noyv reduced to 1980, and thus being 
less than Rs 2000, he yvill be liable to pay no income-tax at 
all If, on the other hand, the income of a person is liable to 
super-tax, and if by the payment of premiums on his life 
insurance his income is brought below the minimum pres- 
cribed for such tax, the whole income yvould be exempt from 
super-tax These concessions are alloyved under the English 
Income-Tax Act, under the corresponding Indian Act, how- 
cyer, only the premiums actually paid are exempt from in- 
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come-tax, but the amount of such premiums should be 
included in the income in calculating the liability of a person 
to income-tax or super-tax 

Co-operative Insurance Society of Great Britain — Co- 
operative Insurance Societies for various purposes are form- 
ed in all the western countries, the most important being 
the one formed jointly bj the two Wholesale Societies of 
Great Britain on behalf of the members of all the stores m 
the Kingdom This Co-operative Insurance Society has its 
head office at Manchester and 13 branches at different cen- 
tres It undertakes all varieties of Life Insurance, Joint Life 
Insurance, Group Life Insurance, Annuities, Accident In- 
surance, Employers’ Liability Insurance, Live-stock Insur- 
ance, Fidelity Insurance, Burglar} Insurance, Motor Cars 
and Cycles Insurance, Fire Insurance, and so forth There 
are different departments for the different kinds of insur- 
ance 

House Purchase Plan — The Society has also a House 
Purchase Plan, under which the prospective purchaser of a 
bouse for his own dwelling has to take out an endowment 
poher \fter payment of one v ear's premium, he may ap- 
ply for an advance, which will be paid by the Society after 
making the valuation of the propert} , and examining the 
title deeds, and on the mortgage being executed m favour 
of the Society The advance is to be repaid by instalments 
of ^5 or its multiple at the convenience of the borrower 
Interest is charged on the outstanding amount of the ad- 
vance at 5 1 per cent payable half-} early The house should 
also be insured with the Society against fire On the death 
of the borrower, before the policy matures, the balance of 
advance and the outstanding interest will be deducted from 
the sum assured, and the balance, if an} , will be paid to the 
deceased’s legal representative 

Co-operative Insurance Societies of Bengal and Bombay — 
Recently a Co-operative Insurance Society has been register- 
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ed in Bengal and another in Bombay For the present, both 
Societies have confined their business to Life Insurance of a 
simple character, and hope to develop other kinds of work 
later on Both issue policies up to Rs 500 only without 
medical examination, the minimum amount of the policj of 
the Bengal Societv being for Rs 50 and that of the Bombay 
Society for Rs 150 Recently the Bombay Society has 
begun to issue policies up to Rs 2000 after making a depo- 
sit of Rs 25000 with Government 

Provident or Benefit Funds — Several Co-operative Credit 
Societies or Banks, especially those started by employees in 
offices in Bombay and Bengal, have adopted a kind of provi- 
dent plan for pay mg certain amounts to the members on their 
retirement, or to their heirs on prior death The members 
who wish to take advantage of such benefits havL to pay 
certain fixed sums monthlv or on call on retirement or death 
of members The system cannot be said to be sound, unless 
it is based on actuarial tables, for under the prevailing plans 
one is not sure how much one shall have to pav and how 
much one will receive Sec 41 of the Bombay Co-operative 
Societies Act enables societies registered under it to form 
a prov ident fund and to contribute to it some portion of net 
profits, and Sec 24 prohibits the attachment of such fund 
under a decree of a court 



CHAPTER XXXVI 

II CAITLE INSURANCE 

IgncuUural Insurance — Cattle Insurance — The Method — ibsence 
of Statistics — Vat ure of Rtsl s — huh miutv — Reinsurance — State- 
help — Rebate — Other Risks of Cattle — Il'ork m Burma — In other 
Prcrunces — Genemment Concessions in Bombas — \ecessity of Insur- 
ance — Difficulties 

Agricultural Insurance — The class of insurance which is 
most essential to the agriculturist is one which can recoup 
Ins losses from fire, famine and from death of his live- 
stock In W estern Countries, Co-operati\ e Societies have 
been started to insure the agriculturists’ crops against hail, 
frost and storms, his property against fire, and his live- 
stock against death V number of neighbouring owners 
combine to form a society , agreeing to pav in advance an- 
nualh sums called premiums, which will together be equal to 
the vearh average amount of loss sustained in respect of the 
things insured, and from which the society pays indemnities 
to the members for am losses incurred by them during the 
vear The premiums are calculated at a fixed proportion of 
the value of the things insured, and vary as the risk of loss 
is large or small The success of the society depends on 
spreading the incidence of loss on as large a number of 
members as possible But a society with a very large num- 
ber of members might become unmanageable The 
difficulty is overcome bv forming a central society, 
known as the reinsurance society , which receives a portion 
of the premiums from the affiliated societies up to half, 
and bears a proportionate loss Joint-stock companies in 
those countries also do a large amount of business even m 
villages with a small margin of profit, but in India, no 
such companies do business in villages, and there are no 
companies doing insurance work in respect of farm risks 



Cattle Insurance — Of all these forms, cattle insurance is 
the most important to India In Western Countries, such 
as Germany, France and Denmark, co-operative societies 
for insurance of live-stock are very common There are 
nearly 3,000 live-stock insurance societies in Denmark, while 
France and German' have each more than 10,000 Among 
such societies, those for the insurance of cattle and horses 
form the majority , and those for the insurance of pigs and 
sheep form a small number In the case of life, fire and 
marine insurance, large scale societies or companies general- 
ly succeed, while in the case of live-stock insurance, es- 
pecially intended for the benefit of farmers, small societies 
are required as they give the members a better opportunity 
of controlling one another, and of watching the insured 
animals 

The Method — A society must have at the start at least 
50 cattle to insure, and the number may go up to 200, which 
is the average per society in Denmark 1 he animals should 
be admitted after careful examination by the Committee 
with the help of a Veterinary Inspector The society should 
keep an eye over the insured animals to avoid trickery, and 
should enforce the rules regarding the keeping of the animals 
in health The expenses of the society should be kept as 
low as possible, and the committee must work gratuitously 
In Denmark, the cost of administration is on an average 
3 per cent of the annual premiums The maximum risk up 
to which an animal can be insured by a society must be 
fixed 1 his amount is fixed at about Rs 200 for cattle, and 
about Rs 300 for horses Separate societies for the insurance 
of stud bulls or stud horses, which have a much higher 
value, are therefore formed In India, the maximum value 
may be fixed at Rs 100 The premiums are calculated at 
about 5 per cent of the annual value fixed for each animal 
on the basis of the average cattle mortality in the locality 
Each animal is valued every year within the maximum so 
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fixed, in other words the insurance is annual and is to be 
renewed ever} rear In the case of animals, after the age 
of 9 > ears, a slight!} higher rate of premium may be charg- 
ed, or a lower -valuation maj be fixed as in Europe An 
extra premium may also be charged if the animal is used 
for hea\ier work outside the field 

Absence ot stat’sttes — The mam difficulty in cattle insur- 
ance in India is the absence of reliable statistics of death of 
animals Though the figures of total deaths may be available, 
the statistics do not record the various causes of death, es- 
pecial!} those from accidents and epidemics Neither is the 
age ''f the animal at which death occurred recorded These 
•drawbacks render the task of the cattle actuar} extreme!} 
difficult m ascertaining the amount of risk with an} degree 
of accurac} Under these circumstances it would be safe 
to fix the rate of premium at a shghtl} higher rate at the 
commencement, lowering it, if necessar}, at a later period 
Buffaloes are more susceptible to disease and therefore a 
higher rate is sometimes fixed in their case 

Nature of Risks — Certain kinds of risks are avoided in 
the pohev , such as death from war, riot, rebellion, theft, and 
the act of a third parti who can be held liable to pav com- 
pensation Risks of epidemics and contagious diseases are, 
bower er, accepted, but the societ} has to take all the pre- 
cautions to minimise such risks b} engaging the services 
of veterinary inspectors for giving timely aid to the mem- 
bers for the presen ation of their cattle Such aid, in fact, 
must extend to all the animals in the localit} , whether insur- 
ed or not, to av oid the chance of contagion of the disease. 
Generali}, such sen ices are rendered free by the staff of 
the Government Veterinary Department 
Indemnity — The amount of indemnity in the case of 
human beings is the full -value insured, on account of the 
assumption that they a\oid death as far as they possibly 
can But in the case of animals, a slightly lower propor- 
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tion is fixed, amounting to two-thirds to three-fourths of the 
estimated value This is the principle adopted by societies 
started in India All surpluses at the end of each year must 
be carried to the reserve as security against bad years and 
epidemics Many cattle insurance societies m European 
countries pay full value of the insured amount But in all 
cases the value of the skin of the diseased animal is deducted 
from the amount due to a member 

Reinsurance — It may happen that the indemnities falling 
due in any year exceed the total amount of premiums col- 
lected in that year __ This is not unlikely to happen in the 
early years of a society, when it may have very little by way 
of a reserve fund In European countries, such a contin- 
gency is met by the Reinsurance Society, to which all the 
primary insurance societies are affiliated, paying to the 
former about half the insurance premiums collected by the 
latter, which pays annually proportionate risks to each soci- 
ety When, however, the amount received from the Re- 
insurance society does not wholly cover all the indemnities 
payable in that year to each member, the amounts have to be 
proportionately reduced A Reinsurance Society is possible 
where there is a large number of primary societies situated 
m different areas Where no such central society is started, 
in cases of contingencies mentioned above, the primaries 
concerned will have to make an additional levy all round, 
or reduce proportionately the amount of indemnity payable 

State-help — In Germany, Austria and France, the State 
gives considerable aid to all kinds of insurance societies 
organised by farmers, not only by way of expert advice, but 
also in the shape of funds In India, such assistance seems 
to be quite essential, and also a guarantee m the case of a 
reinsurance society 

Rebate — Animals are insured m Europe between the ages 
of 6 months and 14 years, but in India, between the ages 
of 4 to 12 years only It is natural that the farmer whose 
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insured animals do not die within that period should fed 
disappointed when he finds that he has been paj ing all the 
while and >et receives nothing- in return To meet such cases, 
a sjstem of pa} mg; a small rebate has been introduced in 
India in the case of a member v.ho Ins submitted no claims 
The rebate is pa} able out of the surplus after meeting- all 
claims, either periodical)} or at intervals of 3 to 4 jears, 
or at the end of the full term of 8 } ears 

Other Risks of Cattle — The cattle insurance soeieties in 
India insure onl} against death, and not against accidents 
which, though not resulting m death, mav render the ani- 
mals permanentlv unfit for service Such risks, however, 
are insured in European countries 

ITorlv m Burma — Cattle insurance was first introduced 
in Burma The Vctennarv Department rendered consider- 
able help be collecting statistics and preparing the ground 
and b} rendering expert aid and adv ice to societies Near!} 
400 societies were started in the province, and a central Re- 
insurance Socictv or Union was also started, which accept- 
ed risks to the extent of one-llnrd, receiving one-third the 
premiums The societies did good work for a number of 
sears, but latterh, in the course of the last 11 }ears, a large 
number of them began to deteriorate 1 he authorities think 
that there is no chance of reviving them, and it is proposed 
to cancel about 300 out of the total number of societies, 
including the Reinsurance Union 
In other Provinces — Cattle insurance societies are started 
only in two other provinces, but their number is verv small, 
there being onh 8 in the Punjab and 6 m Bomba} The 
vvork in the former province at one time held out good pro- 
mise, the number of cattle insurance societies hav mg gone up 
to 42, and even a reinsurance societ} was formed Since 
eight }ears, the number of societies began to decline An 
investigation of the causes of decline in the three provinces 
if carried out, will be of great use 
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Government Concessions in Bombay — The following con- 
cessions have been given in Bombay to cattle insurance soci- 
eties — (a) A grant-in-aid of establishment charges at the 
rate of i per cent of the value of cattle insured, subject to 
the maximum of Rs ioo per annum in the case of any one 
society for the first three years (b) A guarantee for the 
risks insured by cattle insurance societies, up to a limit of 
Rs 500 for a single society in one year for a period of first 
three years (c) Remission of fees charged when veterinary 
assistant suigeons pay visits to villages to examine or to 
attend to insured cattle (d) Remission of fees charged for 
inoculation of serum in the case of insured animals 

Necessity of Insurance — Insurance, not only of cattle, but 
also of crops against risks, affords great relief to the farmer 
One main cause of farmers’ constant indebtedness is the 
failure of his crops and the death of his cattle, and the 
only sure relief against such risks is the system of 
insurance 

Difficulties — There are difficulties in the way of cattle 
insurance societies m India, the chief one being the fatalistic 
bent of mind of the people The Indian farmer is not by 
temperament well fitted to accept the principle that a provi- 
sion against calculable loss is a better safeguard than leav- 
ing things to a chance A change in mentality can only 
come from general education, and by understanding how the 
adaption of the methods of insurance in Western countries, 
has materially improved the economic condition of the farm- 
ers On the other hand, sustained efforts must be made to 
improve the quality of cattle by an improvement in breed 
and feed, thus leading the farmer to value his cattle more 
and more, and to make him realise the benefits of insurance 
Steps must also be taken to spread rudiments of veterinary 
science among the villagers, especially principles of animal 
husbandry, so as to minimise cattle mortality due to re- 
to quack remedies, which are the only measures at 

19 * 


course 



present known to -villagers on occasions of diseases among 
their cattle 


CHAPTER XXXVII 

OTHER KINDS OF SOCIETIES 

I SOCIETIES FOR PROMOTION OF HEALTH —Anli-malaia 
Societies of Bengal — The Central Society — Work of the Primary 
Socvtus — IT ork tn the hmted Provinces — Bihar and Orissa — 
Bombay 

II EDUCATIONAL SOCIETIES — Educational Societies of the 
Punjab — Compulsory Educattor Societies of the Punjab — Work in 
tinted Prtr-trces — Educational II ork by Credit Societies in Bihar 
and Orissa — Bengal — Bombay — Kashmir 

III SOCIETIES FOR PROMOTION OF THRIFT AND PRO- 
VIDENCE — Better Lmtng Societies of the Punjab- - Work tn other 
Pro-mccs — Arbitration Societies of the Punjab — Thrift Societies 
of the Punjab including those among Women — Wort in other Pro- 
visoes — Mushh System of Bengal — Land Revenue Redemption Soci- 
eties — Fodder Storage Societies and Crop Failure Relief Societies 
of Punjab — Grain Barks of Bihar and Orissa Punjab Coorg and 
Mysore 

IV SOCIETIES FOR RURAL RECONSTRUCTION —Brayre's 
work m Gurgaon — Mehtas nark tn Benares — Tagores mark ir 
Bengal — V M C A s er ork tn Ramnatlipuram — I! ork in Madras 
and Bombay by Co-operatme Institutes — Wort: tn Bihar ard 
Onssa — Rural Reform 

Their nature — Joint effort, as the basic principle of co- 
operation, has now been applied to several matters which, 
though not relating to anj business as such, have the effect- 
of leading indirecti) to economic betterment Instances are 
common of villagers combining for the improvement of 
health and sanitation, for the advancement of education, 
for reducing improvident expenditure on ceremonials, for 
avoiding litigation and for the promotion of thrift No 
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doubt, matters like these, according to the strict theory of 
co-operation, relate more to welfare work than to any im- 
provement in the methods of business, yet in the long run 
they tend to have a wholesome effect on business and on the 
whole to improve rural economic conditions 

I SOCIETIES FOR PROMOTION OF HEALTH 
Anti-Malarta Societies oj Bengal — 111 health, with its 
devitalising effects, makes an indifferent and an inefficient 
farmer Among the causes which lead to this result, malaria 
is the most subtle yet baneful Malaria is a disease which 
does not so much kill as disables Its ravages in certain 
districts of Bengal have almost led to the depopulation of 
the countryside Village tanks were allowed for years and 
years to be silted up into shallow pools, overgrown with 
weeds and choking with the village rubbish, and thus they 
became the nurseries for the anopheles to breed With a 
view to overcoming the evil, co-operative anti-malarial soci- 
eties began to be started since 1918 and were registered 
under the Co-operative Act These Societies are found only 
m Bengal With a humble beginning their number has now 
risen to 662 with a membership of nearly 16,000 

The Central Society — A Central Anti-malarial Society was 
established in 1921 Its object is purely to help and guide 
the village societies with propaganda and advice It has 
got on its Board some leading citizens and leading medical 
men like Dr Bentley and Dr G C Chatarjee, and has 
enlisted as members several medical practitioners of Cal- 
cutta and the senior medical students of the medical college, 
for rendering free service by going to the villages for pro- 
paganda and giving instructions to the medical officer of the 
primary societies It publishes a journal of its own It 
raises donations, and makes monthly contributions to the 
societies in the villages, and in some cases lends money to 
carry on larger schemes of anti-malarial work The Sam- 
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tary and Health Departments also give advice, and help the 
work of propaganda 

Work of Primary Societies — In the ease of the rural soci- 
eties carry mg on the anti-malarial u ork, each member pays a 
monthly subscription varying from annas 4 to Re 1 Each 
society obtains some Government grant through the Local 
Boards The work consists of cutting down the jungle close 
to the village, filling up cess-pools, clearing tanks and pools, 
improving the surroundings of the dwellings and distribut- 
ing quinine The work is done under the supervision of a 
secretary Each society tries to maintain a medical man 
on the subsidy svstem, and he attends the families of the 
members free of any extra charges A quarterly statement 
has to be sent to the Central Society showing the cash bal- 
ance and the work done In some villages, a small dispen- 
sary is started, the local medical officer attending it for an 
hour or two free of charge A spleen census is also being 
taken occasionally' to test the effect of the improvement 
Besides attending to malaria, the societies take preventive 
and curative measures against epidemics like Kala-azar, cho- 
lera, etc The Panihati Society is considered to be a 
model among these societies Some societies have under- 
taken the improvement of the local water supply by sinking 
tube wells The success of the societies depends not only' 
on the local workers but on the interest shown by the Dis- 
trict Board and the District Health Officers Thus, by self- 
help the difficult problem of rural health and sanitation has 
to a certain extent been solved in several villages of Bengal, 
and the example deserves to be followed by other provinces 
Work in other Provinces — In the United Provinces, vil- 
lage aid schemes are being introduced in well established 
credit societies and worked with the aid of health officers, 
the members being encouraged to pit manure, promote sani- 
tation, to introduce trained dais, and to start small dispen- 
saries 
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In Bihar and Orissa, several banks and societies are inter- 
esting themselves in the work of sanitation and medical 
relief in villages, such as cleaning the villages, disinfecting 
wells, free distribution of medicines and organising Ayurve- 
dic and Unani dispensaues 

In Bombay, several societies make money grants to dis- 
pensaries or for the free distribution of quinine and medi- 
cines The Co-operative Hospital of Hubh, an important 
trading centre, though not registered under the Act, is a 
unique feature 


II EDUCATIONAL SOCIETIES 

Results of Illiteracy — ’Illiteracy is another great draw- 
back of tne Indian ullages, which, on the one hand, places 
the villager in a disadvantageous position m all his tiansac- 
tions, and, on the other, keeps him in utter ignorance of the 
happenings of the outside world The apathy and conserva- 
tism of the villager are also due to the same cause, as also 
the waste that goes on in rural economy and the shortsight 
displayed in the \anous affairs of his life All this can only 
be expected to be changed by education, bringing with it a 
wider diffusion of knowledge No doubt, education is one of 
the responsibilities of Government, and now jointly of 
Government and Local Boards, but it would be interesting 
to know how the villagers are helped to undertake the work 
by co-operative methods 

Educational Societies of the Punjab — Two kinds of soci- 
eties are started, one for adult education, and the other for 
compulsory education of children In the case of Adult 
Schools Societies, the members joining it pay a small en- 
trance fee and undertake to pay a monthly fee for making up 
the pay of the teacher Non-payments of fees is met by a 
small fine Poor and deserving persons, however, are exempt- 
ed from payment Every member has to give an undertaking 
to attend the school A teacher is employed for the conduct 
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of the school, and he is generally the school master of the 
primary school, receiving a small extra pay for the addi- 
tional work Such schools as are well conducted are later 
on taken over bv the District Local Boards The Educa- 
tional Department has also started similar schools There 
are more than 2000 adult schools started by the different 
agencies The life of these schools started by the villagers 
as a society depends as much upon the enthusiasm of the 
students as on that of the teacher \ decent salary’ is a 
good stimulus to a teacher It seems, therefore, that most 
of the schools languished on account of the poor pay paid 
to the teacher There were 107 adult school societies in 
1928 but the number went down in 1929 
Compulsory Education Societies of the Punjab — These 
societies are started bv parents for imparting compulsory 
education to their children Fees are collected as in the 
case of adult schools for engaging a teacher, and the parents 
w'ho join the societv as members have to give an undertak- 
ing to send their children to the school, and to pay a fine 
on failure to do so There were 140 such schools m 1929 
with nearly 7,000 members 10 of these schools are for 
girls Tuition is imparted up to the fourth class, but only 
a small number of students go up to that standard On the 
whole, the two types of education societies have been ven 
helpful m promoting literacy in the rural Punjab 

United Proi'inccs — The United Provinces is gradually fol- 
lowing the lead given by the Punjab There were 29 adult 
Schools in the Province, 3 of them being for women One 
peculiar feature of this work in the province is that, besides 
literacy, efforts are made to impart useful knowledge to the 
students Officers of the Department of Agriculture, Edu- 
cation and Public Health visit the schools often and explain 
matters to the assembled villagers Efforts are made to es- 
tablish village libraries The Registrar hopes to make the 
schools centres of communal life of the villages, and to 
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develop them as Youngmen’s Associations One Inspector is 
recently appointed to look after these schools With a view 
to supplying the want of female teachers, a scheme is being 
tried of training the wives of teachers by offering them bonus 
of Rs 40 or Rs 50 each 

Educational Work by Credit Societies 

Bihar and Orissa — Co-operative Credit Societies in the 
province are giving great impetus to primary education 
among the members A number of Pathshalas are opened 
at different centres About 70 such schools are opened ever} 
year The Central Banks also make contributions to them, 
the total contribution in 1928 amounted to Rs ro.ooo out of 
a fund of Rs 29,770 set apart for the purpose It is re- 
gretted that the District Local Boards ha\e not extended 
help to the schools to the same extent, the grant made by 
them having been decreased to Rs 9,500 from Rs 14,000 of 
the previous year 

Some Banks even make small building grants In two 
cases, local members made free gifts of land for the school 
building Some schools were raised from the lower primary 
schools to upper primary standard A criminal tribe society 
started its own school with a teacher of their own class 

Bengal — In Bengal, many societies spend on education 
and some of them maintain night schools In one district 
alone, there are 38 such schools, two upper primary schools 
and one middle English School The work of the Ganja 
Cultivators’ Society in this direction deserves special men- 
tion The society spends a large amount of its profits on 
education, which in 1929 amounted to Rs 12,500 for help- 
ing three High Schools and 87 primary schools The 
Vishwabharati Institute established by Dr Rabindranath 
Tagore conducts educational work for the villages m the 
District of Birbhum 

Bombav — Societies m Bombay spend large amounts on 





education b\ making grants to schools and giving prizes 
and scholarships In the Dharv'ar District, four Co-opera- 
tive education Societies have been started in villages, each 
of which maintains an \ngloW crnacular school Thev have 
collected foundation funds from well-wishers and make an- 
nual collections from their members The Hulkoti Socictv 
is the best of the group Credit Societies in other parts also 
have been making contributions for education 

Kashmir — 1 he State of k ishmir shows considerable edu- 
cational activitv through the co-operative movement There 
are S compulsorv education societies, 7 credit societies have 
adopted a rule enforcing tompuKorv edueatton of the child- 
ren of their members There is also one \duit Education 
Socictv 1 he Registrar proposes to start 10 co-operati\ e 
education societies even vear if the Educational Department 
agrees to give a grant of Rs 10 per month for each teacher 

"III SOCIETIES TOR PROMOTION 01 THRIFT 
AND PROVIDENCE 

Prevention oj H'flsie — Waste is the greatest hindrance to 
thrift, and more so where povertj is acute Yet nowhere 
is waste more rampant than among the Indian villagers, 
paradoxical though Us existence mav appear One of the 
worst forms of waste is the heav v expenditure incurred on 
ceremonials in connection with birth, death and marriage 
The heavj expenditure is largclv due to the caste dinners 
which custom compels the villagers to give on such occa- 
sions Among the methods adopted for checking such waste 
one of the most successful is the organization of Better 
Living Societies as in the Punjab 
. Belter Living Societies 0} the Punjab — These societies do 
a considerable amount of work of preventing waste among 
the members bv inducing them to curtail ruinous expendi- 
ture referred to above 'The Registrar of the Punjab sajs 
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that m plates vrhetc these societies exist, bt)ond all doubt 
thev save their members mtnv thousands of rupees each 
year I lie) have had some eflect on non-members as well 
Where a non-member celebrates a marriage in his familv 
according to the old custom, the members of the societv 
refuse to attend it unless the wedding is celebrated on the 
standard prescribed bv the society ~j 1 lie societies also have 
helped to promote santt ition Some have levelled and paved 
and swept the village lanes One society has repaired and 
roofed the village drinking well Some have caused the 
villagers to improve the ventilation of their houses by mak- 
ing windows md ventilators The societies do not collect 
onv lcvv from members, except a small entrance fee Viol 1- 
tion of the rules is punishable with fine under the bye-laws 
Common labour, when neccssarv, is providid by the villag- 
ers [ These societies also prohibit all expenditure upon 
jovvcllcij, on the ground not on!) of econom), but still more 
of personal sccurit), as the wearing of jeweller) is apt to 
lead to d icoit) and murder on the part of miscreants In 
Jullundur, many ladies have sold jcwellcrv and deposited the 
proceeds in Co-operative Societies Attempts are made 
to stop waste on the farms also Some societies have intro- 
duced, and enforced, a rule that all manure should be pitted 
In one socicl) , the members have refr lined from making 
dung-cakes J Man) of these societies are restricted to a 
single caste But some have a mixed membership All the 
societies have been doing the work of “Rural Uplift’’ in 
their own waj There were 289 such societies with 11,000 
members in 1929 in the Punjab Ten societies in the Lahore 
District have organised themsetves into a Union to obtain 
greater cohesion 

Other Provinces — \ few Belter Living societies have been 
formed in the United Provinces They carry on work as 
unregistered bodies for sometime before registration Three 
such societies have been formed in Bombay In man) 



Provinces the ordinary credit societies bring mom] pres- 
sure to bear on thur members m preventing or reducing 
waste and extravagance In Kashmir, many credit soci- 
eties adopt a b>-law not to indulge in extravagant expendi- 
ture during social ceremonials, and enforce it b\ fines 
Arbitration Societies of the Punjab — The societies are in 
a wav intended to prevent waste — the waste caused by liti- 
gation Cases are referred to arbitrators, if they cannot be 
compromised bv the Committee Even mono -lenders find 
these societies a cheap, easy, and comparatively expeditious 
means of getting a fair settlement of their claims, and readily 
join them where thev exist Most of the cases dealt with are 
of a comparative!) trivial nature But cases relating to 
propertv are also said to have been dealt with to the satis- 
faction of the parties concerned Besides land, the casts 
dealt with relate to cattle and monev , ornaments and cloth- 
es, burghty and theft, wages and rent, breach of promise 
Though the awards are enforceable in Civil Courts, in most 
cases such a course was not found to be neccssarv In 
1929, there were 44 such societies with 7,500 mcmbc's 
Thev decided 934 disputes, of these, onl) iS awards were 
enforced through a Court. Village puneha)ats, formed on 
these lines and invested with powers to dispose of petty 
civil and criminal cases, should be able to reduce litigation 
among the villagers to no small extent 

Thrift Societies of the Punjab — Thrift societies arc being 
started, chicfl) for the benefit of salary earners as well as 
wage earners in towns Thrift has a great scope for deve- 
lopment in urban areas, and in a country m which occasions 
demanding large expenditure constantly occur, thrift is the 
necessary condition of solvcncv The system adopted in the 
case of such societies is to collect regular savings every 
month for a continuous period of two to four years, and 
invest the collected amount to the best advantage, and pay 
bach to the subscriber his amount at the end of the term 



301 


with interest The society thus performs only one part of a 
bank’s function In many societies, however, loans are ad- 
vanced to members on the security of the deposit to the ex- 
tent of, say, g/ioths the saving The society, however, 
loses its character as soon as the limit of a loan exceeds the 
amount of deposit, m which case it tends to become an ordi- 
nary credit society, as has been the case in some societies in 
Bengal 

In the Punjab, thrift societies have been considerablv 
developed in urban areas In 1929, there were as many 
as 962 societies with a membership of 17,000, and they to- 
gether have collected Rs 7 73 lakhs of contributions and 
deposits The bulk of the members are school-masters, but 
even class of community is represented, including pleaders, 
artisans, shop-keepers, railway employees, musicians, police- 
men, etc Of these, 124 societies are of women only, having 
a membership of about 2,000 They have together collected 
nearly a lakh Many women have also joined societies form- 
ed by men There is even a society for prisoners released 
on probation Three societies are started in the Army and 
one among the Police 

There is money enough if we can only tap the sources 
The Punjab Registrar’s report gives the instance of a rail- 
way cooly at Hoshiarpur, who was carrying the baggage of 
an Inspector, requesting him to check the entries of his 
deposit of Rs 900 A daily labourer in Multan has placed 
Rs 275 in a society, and a Mirrasi Rs 250 

The one great advantage of thrift societies in the Punjab 
is that they can redeposit their monies at about 7 per cent 
at which rate a sum doubles itself by compound interest in 
10 years 

Thrift societies for school boys are also being started m 
the Punjab A novel experiment is being tried in one school 
Boys are required on the way to and from schools, or in 
other spare time, to collect some wild growing forest pro- 
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c luce , which is sold for them when a saleable quantity has 
been gathered 

Three conferences of thrift societies were held at 3 different 
centres m 1929 The programme included music, recita- 
tions and lectures, and many tv omen spoke and took part in 
these functions 

In other Provinces — There are 1 xG thrift societies in 
Madras, 14 m 4 j me re Mervvara, 12 in the United Provinces, 
and 6 in Bombav 

In Bengal, Bihar and Orissa and the United Provinces, 
the habit of saving is encouraged by the introduction of the 
svstem of Home Safes 

Thrift societies and Home Safes are useful mostly among 
the urban middle classes Many of the thrift societies of 
Madras are working among the labouring classes w’lth some 
degree of success 

Urban Banks also have helped to collect the savings of the 
tov. ns-pcoples b\ devising different methods of deposits and 
bv affording facilities in various shapes 

Thrift among the rural classes can best be encouraged by 
making collections m kind by inducing them to part with a 
small portion of their produce during the harvest time 

The Mushtt System of Bengal, which is the same as the 
Muthia Sy stem of Bihar and Orissa, introduced by the rural 
credit societies among their members, is proving useful by 
collecting savings in the shape of a handful of corn or rice 
even dav The Central Banks in Bengal are encouraging 
the introduction of the system among their affiliated 
societies The following results are recorded in one dis- 
trict In 1926-27 the value of the total collections amounted 
to Rs 38,000, in 1927-28 to Rs 61,000, and in 1928-29 to 
Rs 83 000 The system, besides encouraging thrift among 
members, has helped to increase the owned capital of the 
societies, and, therefore, deserves to be introduced m other 
prov inces 
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l he following three hinds of societies of the Punjab de- 
serve some mention , the first belongs to the category of 
thrift, and the other two to that of provident societies for 
affording relief during partial or total failure of crops 
Land Revenue Redemption Societies — lhere are 19 soci- 
eties of this class Then object is to accumulate, bj contri- 
bution at each harvest, a capital whose interest will in the 
end be enough to pay the villagers’ land revenue Most of 
these societies are new and therefore do not call for 
remarks 

Fodder Storage Societies — There are onl\ 3 in number 
The first essential for these societies is a vear of comparative 
plenty that shall stipplj a surplus of fodder that maj be 
stored for use during famine Baroda had a number of 
fodder storage societies on the silage system, but onl\ two 
of them are working now , the rest are on the point of being 
•wound up 

Crop Failure Relief Societies — Out of the 47 such soci- 
eties 46 are in Hoshiarpur District Each member has to 
contribute a specified quantity of grain at each harvest, the 
grain is sold, and the member is credited with the proceeds, 
all the monev is invested in some society, and it cannot be 
drawn out bj an) member except in the event of failure of 
crop and by permission of the societv 

Gram Banks — Another variety of societies that is of great 
value in famine areas and for tracts inhabited by backward 
classes are Grain Banks or Golas 

The 83 Grain Golas of Bihar and Orissa have a working 
capital of 3i lakhs, and made a profit of 45,000 in 1928 
The better working of the Golas demonstrate the fact that 
for agriculturists of backward tracts gram loans are more 
suited than cash loans, which are exposed to the danger of 
being misapplied 

The 49 Grain Banks of the Punjab arc all formed in the 
single district of Miwaffargarh The grain is stored in 



stacks, and most of it is disposed of at the next sowing 
season, when the price goes up high, bj providing members 
with seed and food Loans are made in gram onl> Coorg 
has 60 Grain Banks, and Mysore 57 

There are grain banks in other provinces, but their number 
is small 


IV SOCIETIES FOE RURAL RECONSTRUCTION 

In man) provinces schemes of rural reconstruction and 
village aid are being formulated, and worked with the help of 
paid officers These schemes are intended to deal with the 
village as a whole, and the activities undertaken include 
better farming, better living, facilities for the education of 
children as well as adults, and m fact all the economic and 
social activities for the uplift of the villagers, including co- 
operative societies for credit, suppl) and sale 

B^ay lie’s ■work m Gurgaon — In the Punjab, Mr F L 
Brajne, Deputy Commissioner of the district of Gurgaon, 
introduced schemes of rural uplift m the whole district under 
his charge comprising about 1400 villages Two special 
schools have been established, the school of Rural Economy 
tor training village guides, and the school of Domestic Eco- 
noraj for training lad) workers The whole work is co- 
ordinated b) the Rural Community Council at Gurgaon The 
Local Boards and Government make grants for the work 
It is said that the work received a set-back after Mr Bra)ne 
left India on his retiring from service 

Mehta's work 111 Benares — A similar scheme, somewhat 
on a smaller scale, has also been started m the district of 
Benares and was initiated b) Mr V N Mehta, the then 
Collector of the District 

The Vishsabharati or International Unrverstty, esta- 
blished in Bengal b) Dr Rabindranath Tagore has a special 
department devoted to Rural Reconstruction which has 
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started six Rural Reconstruction Societies in the villages of 
the Birbhum District 

The Y M C A of Madras has introduced a scheme of 
village reconstruction in Ramnathpuram, and its work is 
well spoken of 

Madras and Bombay — The Madras Provincial Co-opera- 
tive Union is running 8 Rural Reconstruction Centres, Rs 
2,000 being spent on each centre annually, half of which is 
contributed In the Central Bank within whose area the 
centre is located, and the other half by the Madras Central 
Urban Bank, the apex bank of the province The work at 
the Alamuru centre is well spoken of The Bombay Co- 
operative Institute has also started work in two groups of 
villages through paid workers 

In Bthar and Orissa — The paid staff of the Central Banks 
is doing the useful work of encouragement of agricultural 
improvements, sanitation, education and village welfare 
work in society areas The banks make grants for the 
work and train their staff in the principles and practice of 
agriculture as well as of co-operation and village welfare 

Rural Reform — The work of reform in Indian villages 
requires to be all-sided, comprising social, economic as well 
as educational advancement Schemes of rural reconstruc- 
tion comprising all these aspects worked with patience, per- 
severance and sympathy will have great potentialities for the 
welfare of the countryside 
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CHAPTER XXXVIII 

COMBINATIONS OF SOCIETIES OR FEDERATIONS 
I Federations for Banking or Central Banks 
In European Countries 

Combination ts Strength — Higher Combinations — Centra 1 Bant s 
in Germany — Central Banks m other Fttropran Countries 
In India 

Central Banks m India — Orujiti — Branch Banting — Progress of 
the Apex Bant s and Central Banl s — Conslitiition of the Banl s — 
Ftinclioiis of Central and Apex Banl s — Exchan ge Business — Rcla 
twits bctiVccn Pro uncial Bants and Central Banl s — Indian Pro m- 
eint Co-operatue Banl s /ljsociafion 

Combination ts Strength — “Combination is strength and 
isolation is a source of weakness” That was the lesson 
taught by ^Esop’s old man on his death-bed to his quarrelling 
sons by the illustration of a bundle of sticks That is also 
the basic principle of co-operation, and accordmgl) , weak 
people formed co-operative societies to gam economic 
strength But the principle of combination has to be car- 
ried further, so that even a society may overcome its com- 
parative weakness due to isolation b} combining with other 
societies of its kind 

Higher Combinations — A society formed by individual 
members is only the first stage in the co-operative structure, 
and is, therefore, known as a Primary Society For obtaining 
larger results, the societies themselves have to combine to 
form bigger associations known as Unions, Federations or 
Central Institutions In European Countries, such Federa- 
tions are formed for various purposes , e g , 

I For the higher organization of Banking 
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II For wholesale trade 

(a) For supply and sale, and even for manufacture on 

behalf of Agricultural Societies, and 

(b) For collective wholesale purchase, and even for 

manufacture, on Dehalf of Consumers’ Societies 
III For mutual control, guidance and instruction 
Some Central Organizations do more than one kind of 
business, as the Central Bank of Germany which was at 
one time doing the supply and sale business on behalf of its 
constituent societies Such organizations, being of a mixed 
type, may be classed under one of the above categories on 
the basis of their mam function, or a separate class for the 
mixed type may be added to the above 

Central Banks in Germany — If local deposits are insuffi- 
cient to meet the demands of local societies in some places, 
and if deposits tend to be abundant and demand insufficient 
at other places, a Central Bank is required covering these 
places to equalise the demand and supply between borrow- 
ing and lending societies, by taking over the surplus de- 
posits from one, and lending them to another when required 
on a small margin of profit Besides this work of balancing 
of local surpluses and deficiencies, it, further, plays an im- 
portant part by tapping the city money market for capital, 
if required, through its relations with large banks, and by 
helping trading societies m the movement, whether local or 
central, to obtain loans on easy terms Credit societies m 
which borrowers and lenders are much more evenly balanced, 
do not feel the need of a central bank, as m the case of 
Schulze-Dehtzsch societies of Germany Their financial ne- 
cessities were balanced, where necessary, by a central com- 
mittee, and later, arrangements were made with a joint-stock 
bank of Dresdner for cash credits and to receive deposits 
In the case of Raiffeisen societies, the need of a Central 
Bank was soon felt, and one was started at Neuwied in 1876, 
under the title of Agricultural Central Loan Bank as a jomt- 
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stock compart}, limited habilil) under the Co-operative .Act 
not being; allowed before the Act of 18S9 It has 12 branches 
tn as mans union areas, each branch having an Advisor} 
Board elected b} societies, and a Sectional Committee sum- 
lari) elected Its seat was removed to Berlin in 1910 It is 
governed bv representatives of each union area with a 
Managing Board and Supervising Board Loans to soci- 
eties are made on the basis of credit valuitions renew cd 
ever} }ear The income-tax returns of members are also 
consulted, m German}, all incomes are taxed and all classes 
have to declare their profits All profits of the Bank, after 
payment of a dividend of 4 per cent on shares, are earned 
to the reserve 

Other agricultural credit societies, such as those started 
by Herr Haas, have also their central banks and are affi- 
liated to the Imperial Co-operative Bank established b} Haas 
with Government aid at Darmstadt Government has, on the 
other hand, started the Prussian Central Co-operative Bank 
in 1894 t0 forin the financial apex of the mov ement, but the 
Raiffeisen Central Bank has kept aloof from it 

Central Banks w other European Countries — Co-operative 
Central Banks arc founded in other countries, except in 
France and Italy- There are about 50 regional Banks in 
France which discount the bills of, and make advances to, 
the local agricultural societies, generally at 3 per cent per 
annum out of the large sums placed at their disposal for this 
purpose, free of interest, b} the Bank of France under the 
orders of Government In Itah, the I own Banks finance 
the village credit societies, and arrangements are made with 
joint-stock banks to discount bills Advances are also made 
at a low rate of interest by the Savings Banks 

CENTRAL BANKS IN INDIA 

Origin — In India, Central Banks began to be started after 
the passing of the second Co-operative Societies Act of 19x3, 
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as the earlier Act of 1904 did not allow one society to be- 
come a member of another society or bank But in the case 
of rural credit societies, the need for more finance than they 
could locally raise having arisen much earlier, societies main- 
ly for the purpose of advancing loans to rural credit societies 
began to be started under the name of urban banks in various 
provinces, and were converted into central banks after 1912 
In Madras, Bombay and Burma, a single bank was started 
for financing the rural credit societies in the whole pro\ ince 
These three banks were later transformed as Provincial or 
apex banks of the province when Central Banks for smaller 
areas began to be started, but thereafter began to act the 
double role of financing directly the societies where no cen- 
tral banks are formed, and of an apex bank for the central 
banks where they are started In Madras, Central Banks 
having now been started throughout the whole province, 
the Provincial Bank has ceased to do the work of direct 
finance of the societies, while m Bombay and Burma, that 
being not the case, the Provincial Banks still continue to 
finance the societies directly in areas for which no Central 
Bank is started The Bombay Provincial Bank, however, 
does this financing work through its branches 

Branch Banking — In most provinces, central banks are 
started even for a smaller area, than a revenue district, not- 
ably in the Punjab, Bengal, Bihar and Orissa and the United 
Provinces In Madras and the Central Provinces, such 
smaller banks are started only m a few districts, the 
majority being banks for the whole districts In Bombav, 
only one district viz , Sholapur has two central banks On 
the other hand, most of the District Central Banks m this 
province have started branches for smaller areas, their total 
number in 1930 coming to 32 These branches as well as 
the 30 branches of the Provincial Bank ha\ e become as man} 
banking centres for the areas they serve In the case of the 
Provincial Bank, a local committee at the centre of each 



branch advises the Agent of the branch regarding its trans- 
actions The committee at some of the branches have been 
given powers to sanction loans up to a certain limit Such 
branch banking has numerous advantages Besides closer 
contact with societies and avoidance of delay in advancing 
loans, the system ensures a reduction in overhead charges, 
employment of efficient out-door staff, a capable manage- 
ment at the head office, and a larger field to draw the re- 
sources from 

Progress of the Apex Banks and Central Banks — In 1929, 
there were 8 Provincial Banks in the major provinces except 
the United Provinces, and one each in the States of Mysore 
and Hjderabad The total working capital of the former 

8 banks amounted nearly to 8 crores, while that of the latter 
two to 62 lakhs The number of the Central Banks m the 

9 major and 4 minor pro\ inces was 490 with a total working 
capital of 26’ crores, and their number m 9 Indian States 
was 93 with a total working capital of 2} crores 

Constitution of the Banks — 1 he central and the apex or 
Provincial Banks may be classified under three heads (1) 
banks of which the members are both societies and individu- 
als without any distinction regarding their status, (a) banks 
of which the membership is confined to societies only, and 
(3) banks of wlucli both individuals and societies are mem- 
bers but giving a specific representation to societies Those 
falling under the first categorv are of a capitalistic nature, 
but all those which origmalb fell under that class have now 
been converted either into the federal type falling under the 
second class or into the mixed type under the third The 
Provincial Bank of Bengal and that of the Punjab is of 
the federal type, while those of Madras and Bihar and 
Orissa have approached that ideal by limiting the number 
of their individual members to a small figure and also by 
limiting the share holding of such members Other Provin- 
cial Banks are of a mixed type All Central Banks are of 
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in Bombay, chiefly by the Provincial Co-operative Bank, 
in spite of the difficulties placed in its way by the Imperial 
Bank by refusing- free issue of Remittance Transfer Receipts 
for making remittances between centres where such business 
is carried on 

Relations between Provincial Banks and the Central 
Banks — The Frov incial Apex Banks, except in two cases, 
being not of a federal type, there is no organic relation be- 
tween them and the central banks, such as would allow of 
mutual control The only relation between them is that the 
Apex Bank acts as a balancing centre for the centrals, re- 
ceiving the surpluses of such of the latter as have them, 
and granting credits and loans to those who require them 

Indian Provincial Co-operative Banks’ Association — An 
association under this name has been formed by the Provin- 
cial Banks m 1926 Its objects are (a) The protection, 
furtherance and representation of common interests, especi- 
ally in matters of finance, legislation and administration 
(b) The development, strengthening and improvement of 
the member banks (c) The advising and assisting the 
members in all co-operative, financial and economic matters 
(d) The convening of periodical conference of the members 
of the Association Its organs are the General Body 
which meets once a year, and a Standing Committee which 
meets twice or thrice a year The Association holds biennial 
Conferences of the Banks, and two such Conferences have 
been held up to now 
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FEDERATIONS IN EUROPEAN COUNTRIES 

Federations of Consumers and Producers — In most of the 
countries of the West, Federations of the Consumers as well 
as of the Agricultural Producers have been formed, except 
in those where the consumers' movement being weak, as 
in Ireland and Canada, the producers’ federations only are 
formed, or where the agricultural movement being weak as 
in England and Scotland, the consumers’ federations onlj 
are formed Federations of industrial producers are not so 
common as the two others are The most remarkable in- 
stances of consumers’ federations are the two wholesale 
societies of England and Scotland and the Centrosoyus of 
Russia Similarly, as instances of federations of agricul- 
tural producers, we may mention those of Germany and 
Denmark and the Wheat Pools and Cotton Growers Ex- 
changes of the United States of America and Canada 

Process of Development — In Western Countries, the pro- 
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cess of development of a federation for trade, general ly 
known as a Wholesale Society , formed for agricultural trade 
differs from that formed for consumers’ trade In the former 
case, smaller local unions or associations of societies are 
generally first organized, and the) in their turn form a 
national federation, while in the latter case onl) a national 
federation is formed dealing directlv with its constituent 
societies This process is evidenced In the case of the Ger- 
man Agricultural Wholesale Societ) on the one hand, and 
on the other, b) the English and Scottish Co-operative 
Wholesale Societies of consumers 

Combination of Supply and Marketing in the Agricultural 
Wholesale — Another peculiaritv to be observed in the case 
of an Agricultural Wholesale Society is that the business of 
suppl) of agricultural requisites is combined with that of 
marketing of agricultural produce in the same organisation 
Agricultural marketing is general!) seasonal, lasting for 
a fen months after the hanest time, and without such 
combination there will be no work for the staff of the Whole- 
sale and no case for its office premises after the marketing 
season is over Consequently, the combination of the two 
functions of marketing and supply afford work throughout 
the year and reduces the ov erhead charges of both the busi- 
nesses There is, however, some difference of opinion whe- 
ther the supply business should be confined to agricultural 
requisites only, or should be extended to household requi- 
sites also The Agricultural Wholesale Society of Germany 
confines its supply work to the former only, unlike such 
Wholesale Societies in other countries The German policy 
in this respect is said to be guided by political grounds yvitli 
a view to preventing the hostility of the trading classes in 
rural areas, whose votes cannot be ignored 
Functions — It goes without saying that trade forms the 
prime function of a Wholesale Society , whether formed on 
behalf of consumers or agriculturists But it does not end 
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there From wholesale trade to wholesale manufacture is an 
easy step, and scarcely any wholesale worth its name has 
failed to take it The manufacturing activities of the two 
wholesales formed by the stores of England and Scotland 
are well known The agricultural wholesales of Germany 
and other countries have similarly entered the domain of 
manufacture of agricultural requisites, such as implements, 
artificial manures on the one hand, and on the other, manu- 
facturing processes to turn the agricultural produce into a 
better condition of marketing The two Wholesales of con- 
sumers in Great Britain singly and together have even 
entered the domain of agricultural industry But there 
seems to be little chance for them further to develop this 
activity as it is considered to be beyond its legitimate scope 

Apparent conflict of Interests — Here a question naturally 
arises, if the agriculturists as producers are to form their 
own federation, and consumers their own, will not a conflict 
of interests arise between the two? For the former having 
formed a monopoly of producers might dictate terms to the 
consumers, demanding the highest price, and the latter hav- 
ing formed a combination of consumers might be m a posi- 
tion to demand the produce of the former at the lowest 
price 

Reconciliation of Interests — Recent experience has, how- 
ever, gone to show that the interests of consumers’ and 
producers’ co-operative organizations are not only reconcil- 
able, but that the achievement of that unity is a necessary 
step in the progress of co-operative enterprise Such re- 
conciliation has been brought about, for instance, between 
the Reichsverband (National Union of German Agricultural 
Co-operative Societies), the Generalverband (General Union 
of German Reiffeisen Societies) and the Zentralverband (Cen- 
tral Union of German Consumers’ Societies), as a result of 
their joint deliberations in the Economic Council of those 
bodies arrived at m 1921-22, the question, however, being 



mooted so long' ago as 1896 This Council is now a perma- 
nent bod) and deals with the \anous economic problems 
arising from time to time, and is assisted b) Government and 
the co-operative movement of the countrj as a whole In 
Denmark, there is similar collaboration between the Danish 
Co-operative Wholesale Societv of Consumers and the co- 
operative association of farmers, brought about bv the 
control committee formed bv both the interests In France, 
the Council of National Economics formed bv the repre- 
sentatives of Trade Unions, Agricultural Co-operative Soci- 
eties, Consumers’ Co-operative Societies and industrial pro- 
duction, brings about the reconciliation between the different 
interests Similar conciliator) efforts are being made in 
many other countries On the other hand, the experience of 
Canada shows that though the producers have formed strong 
combinations like wheat pools, the absence of a correspond- 
ing central organization of consumers m the Dominion, 
owing to the weakness of the consumers’ movement, has 
enabled the speculative traders to form rings, vvherebv tliev 
depress the market after harvest time to such an extent as 
to prevent the producers from obtaining the legitimate ad- 
vantage of their combination Even if a consumers’ federa- 
tion does exist and gets into trade relations with the produc- 
ers, the problem of sale of surplus produce after meeting 
the local demand, not merely m Canada but m other 
countries as well, must lead to the consideration of forming 
a higher organisation to bring about co-operative trade 
relations between one nation and another 

Need of International Organisation — It is clear therefore 
that the problem of co-operative organisation does not end 
with the formation of a local union or association of pro- 
ducers or a store of consumers, nor even with the formation 
of a national federation by either of them or both, hut that 
an International Organization would be required for es- 
tablishing co-operative trade relations between countries hav- 



ing to export their surplus produce, and those having to 
purchase produce from abroad for local consumption In 
other words, the great gam to the community at large must 
come not merely by the elimination of the local middleman 
and the speculator, but by a co-operative control of the trade 
between one country and another It is one of the objects 
of the International Co-operative Alliance to bring about this 
understanding between different countries, and to bring the 
international trade under co-operative control, and the As- 
sociation has been steadily pursuing this objectn e since 
1921, so as to meet the economic problems accentuated bj 
post-war conditions 

International dealing s of British Wholesales — It would be 
interesting to know something about die dealings of the 
two British Wholesale Societies with the Producers’ Whole- 
sales m other countries Regular trade relations have been 
established with the National Co-operative Organizations in 
20 countries In 1929, tht two Wholesales imported agri- 
cultural and dairy, and other products, to the value of nearly 
^44,000,000 The C W S is the sole buying, shipping 
and indenting agent for many co-operative organizations in 
the Colonies and the Dominions Another interesting aspect 
of these marketing operations is the return trade of the two 
Consumers’ organizations to the Producers Shipments arc 
made of a variety of goods direct to the producers in Africa, 
and under an agreement primary agricultural products arc 
exported from Australia in return for co-operative manufac- 
tures from England Turning again to the question of 
finance, before 1920, the English C W S lent a total of 
over £ 800,000 to National Co-operative Organizations m 
Europe for co-operative productive work, of which more than 
50 per cent still remains unredeemed During the ten years 
ended January 1930, trade credits against bills of exchange 
amounting to over ^480,000 were advanced to nine of the 
smaller National Movements, m some cases, and in view of 
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special circumstances, without interest, in others, on ex- 
tremely easy terms Trade credits to the organizations of 
USSR during the past decade have amounted to nearly 
^2,250,0 00 sterling, while bank credits against bills of ex- 
change to the Russo-Bntish Grain Company and the Mos- 
cow Narodny Bank amounted to oxer ^3,600,000, and 
against documents of title to the three organisations and the 
Bank of Russian Trade amounted to ^31,000,000 The 
advances of the two British Wholesales to Centrosoyus of 
Russia in respect of tea purchases between 1925-29 amounted 
to £2,2 50,000 Loans to Producers’ Organizations in Aus- 
tralia between 1924-29 amounted to £17,250,000 
Co-operative Rationalization — The above facts go to show 
that if co-operators are to make any effective advance against 
the capitalistic monopoly m any field, thev have to follow 
tvvo main lines, first to get on with the extensive and inten- 
sive cultivation of their own movement, and second, to ap- 
ply the principles of rationalization to all their developments, 
and strive to bring about international unity as the most 
effective means of realising their aims and of defeating the 
enemy The efficacy of tins step has been demonstrated by 
the unostentatious policy of the tvvo British Wholesales An 
entente between co-operatively' organised producers and co- 
operatively organised consumers is the only effective solution 
of the economic problem which threatens to upset the bal- 
ance of trade between the different countries of the world 
A similar international entente is required even be- 
tween the Co-operative Banking Federations of different 
countries, for no trade on a large scale between them would 
be possible without the support of finance, as has been afford- 
ed by the Banking Department of the C TV S of England 
to the different countries as shown above 

The work of I C A m that respect — From the above 
statements, vve can realise the importance of the mov e made 
by the I C A for bringing about such an understanding be- 
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tween the different countries coming within its membership, 
and we may hope that India too one day might be able to 
take an active part in this important work as one of the 
members of that body 

FEDERATIONS FOR TRADE IN INDIA 

Backwardness of Co-operative Trade — Though India is 
one of the largest countries of agricultural producers, it is 
one of the most backward in the development of co-operative 
trade The co-operative movement was introduced in this 
country only 25 years ago, and during the first decade after 
its inception, attention was directed only to the development 
of co-operative credit Thus, though we have the Provincial 
Co-operative Banks m almost all the major provinces of the 
country, agricultural trade is in a backward state of deve- 
lopment 

Slow Progress of Marketing — Except m the Presidencies 
of Bombay, Bengal and the Punjab, the progress of co- 
operative marketing is very slow In Bengal, two provincial 
organisations for agricultural marketing have recently been 
formed, one on behalf of the producers of jute and the other 
on behalf of the producers of rice Though the volume of 
their present trade is not very large, they show signs of 
further development in the future In Bombay, though there 
are a number of strong regional unions or associations for 
marketing of cotton on behalf of the producers, they are 
prevented from forming a provincial federation due to the 
fact that the quality of the produce raised in the different 
regions is not uniform 

Existence of Vast Scope — There is vast scope for the 
formation of similar sale unions for various kinds of crops 
in the country Oil-seeds of different kinds and also wheat 
to a large extent form money-crops m several provinces, 
being exported to foreign countries in considerable quanti- 
ties, and the trade in them, being in an unorganised state,. 
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there are vast possibilities of forming unions or federations 
to undertake the work on a co-operative basis The absence 
of such organizations at present is mainly due to want of 
facilities in furtherance of their work, as pointed out in the 
Chapter on Agricultural Trade Societies in India Such 
facilities being freely given in the Western Countries, are 
quite essential to a country where the farmers are most 
backward 

Thus, for reasons stated above, where provincial federa- 
tions are absent, the possibility of forming a national federa- 
tion for trade is very remote But if strong provincial 
federations are formed, they would be able to establish 
direct contact with the co-operative federations of other 
countries 

Federations of Agricultural Supply — The trade in agri- 
cultural supply in India is more backward than agricultural 
marketing Societies formed for agricultural supply have 
not fared well The marketing associations referred to 
above generally do the work of supply of seed The sale 
and supph unions of Bombay do the business of marketing 
on behalf of their member societies, and also of supplying 
implements, manures and seed as well as a few domestic 
requisites like kerosme and salt, which are not produced 
locally And though they have done good work up to now, 
they will have to undergo the test of time before they can be 
pronounced as successful 

Instruction by Supply Organisations — One impbrtant 
element of success deserving notice in the case of supply or- 
ganisations of Europe, especially those of Germany, France 
and Denmark, is the work which they undertake of instruct- 
ing the farmers in the proper use of seed, manute and 
implements, with the help of officers specially trained for the 
purpose The work serves a twofold object it creates a 
wider demand for the articles supplied and at the same time 
affords guidance in their proper use 
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Raiffeisen called it, the arithmetic of, credit, (4) to hold an 
annual congress for discussing problems of pohc) and prin- 
ciples, and for representing common interests , (5) to collect 
and publish co-operative statistics, (6) to publish a weekly 
co-operative gazette (each Union has its own gazette), 
leaflets and a Manual, (7) to maintain a hbrarv of co-opera- 
tive and economic literature, (8) to maintain a printing press 
which prints account books and forms for the use of all its 
member-banks , (9) to maintain a provident fund for the use 
of all the employees in the banks, (10) The Raiffeisen Union 
further busies itself with the promotion of insurance of life 
and cattle and against disasters like hail, etc It also supplies 
seeds, manures and implements to the member societies on 
receipt of indents, but latterh a separate wholesale societv 
has been started for that work 

Funds of the Unions — The subscription of the Raiffeisen 
Union is 15 shillings each per annum, and that of the 
Schulze-Delitzsch Union is 2 per cent of the profits In 
either case it includes the cost of the vveeklv newspaper 
Central Banks and other central organizations contribute 
considerable sums to the Union 

Imperial Federation — Besides the two Unions mentioned 
above, there are other unions in the different parts and States 
of the country, as in Bavaria, Baden, Wurtenburg, Saxon) 
There are also Unions of societies engaged in other kinds of 
business, such as dair)ing, sale, supplv, etc All these are 
affiliated to the organization known as Imperial Federation 
of German Agricultural Co-operative Societies started by 
Herr Haas Its objects are similar to those of the unions 
already described, but on a larger scale, except audit and 
inspection which is the sole function of the Unions It 
exercises great influence upon legislation affecting agricul- 
ture and co-operative interests, upon the extension and 
improvement of all branches of co-operative organization, 
upon agricultural education, insurance, banking, and upon 



the establishment o£ means for bettering the social welfare of 
the rural classes Raiffeisen organizations had formed a 
separate Federation Known as the General Federation of 
Rural Co-operative Societies, but in 1905 the Raiffeisen 
Unions were allowed to join the Imperial Federation, the 
Raiffeisen Federation, however, being retained only to main- 
tain the special Raiffeisen principle of moral aims of its soci- 
eties, all important activities being however carried on m the 
former 

The Co-operative Union of Manchester — It was first start- 
ed as a Central Board in 1869 m the National (Co-operative) 
Congress held in that year, and was recognized as the Co- 
operative Union in 1889 It is a federation of societies for 
‘protective, progressive and consolidating purposes”, just 
as the C W S is a federation for trading purposes The 
Scottish and Irish Store Societies also have joined the Union, 
though they have their own federations for trade purposes 
The Union does the work of education and propaganda on 
behalf of all the Co-operative Stores in Great Britain and 
Ireland It upholds the principles of the movement by 
educating the members m them, and in the “Watching of 
the ethics of the Co-operative Movement” Its annual meet- 
ing known as the Co-operative Congress discusses various 
questions relating to the movement Its government is 
conducted by the Central Board of 72 representatives holding 
3 or 4 meetings m a year It has appointed smaller com- 
mittees for different kinds of work, one for general work, 
one for educational work and one for watching events in 
Parliament The administrative and educational work of the 
Board is largely decentralized through Sectional Boards, 
whose members are elected from their own area, the whole 
being combined in the Central Board which meets at the 
Union headquarters in Manchester Pamphlets and books 
dealing with various aspects of the movements are published 
b\ the Union The Congress is held even year in different 
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parts of the Kingdom md last- for three dnvs \n exhibi- 
tion of co-operative production is usually held in connection 
with the Congress The educational work is carried on b\ 
Cst thhshtng re tiling rooms and libraries, and b\ organizing 
training classes of \ irious kinds in co-operative subjects 
Phi details of its educational work fall under co-operatne 
edtii ation, which is dealt with under that head 


INTHINATIOSAL OHGAM/ATIONS 
Inti riutltonal ( o operate - 1 Uliana — -Besides tliL national 
fidirittons of the kind mentioned above, which are to lx 
found in all the countnis of the West, these in thur turn 
hut joined together in International Federations, the most 
important lning the International Co-operative Mlianei or 
I C A It vns founded in ibej^, and is the* first successful 
attempt to unite the national co-operatwe institutions of 
different eountries in an International Lmon Its member- 
ship in ie)j<) comprised zob nation d or region il <x>-operative 
org imzations m jo difftre nt countries 1 he e urre nt business 
of tile \llianre is conducted bv tliL General Secretary, Mr 
f! J Mae, but the treatment of bigger ejucstions and mat- 
ters of principle 1 ire settled at the meetings, which, m addi- 
tion to the triennial congress, arc held in the course of the 
year bv tilt Central Committee as well as by the Executive 
J he Mbante pays great attention to the international eco- 
neimu questions of unwersal interest, which have a close 
be inng on the Co-opcrnmc Moycmcnt Among die import- 
ant <|uestions, dealt yvith in the organs of thi Alliance, are 
tin operations of 1 rusts and Cartels, and the most suitable 
methods applied against thur menace to the consumers, 
and the business relations between the Agricultural Produc- 
ers and the Consumers Its ofiicial monthly journal is I he 
Rivic'i of International Co-operation It bolds a congress 
ey'cry third yiar, and a Summer School every year, at differ- 
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ent centres The International Co-operators’ Day organized 
by it for the first time is celebrated every year by all the 
important co-operative institutions throughout the world 
The Alliance has brought into existence the International 
Co-operative Wholesale Society, which has a membership 
of 26 National Co-operative Wholesale Societies The ob- 
jects of the Society are to collect and distribute information, 
and to foster and develop trade between Co-operative Soci- 
eties in all parts of the world The society itself does not 
undertake actual trading The Alliance has also established 
an International Banking Committee, consisting of the re- 
presentatives of 21 countries, with the object of studying 
banking questions of interest to the different organizations 
having co-operative aims It has also formed an International 
Committee of Co-operative and Workers’ Insurance Soci- 
eties, with the object of considering the possibility of found- 
ing an International Reinsurance Institution The Alliance 
has introduced the Co-operative Flag of rainbow colours, 
which is finding its way among co-operative institutions m 
all countries 

The International Agricultural Institute has its office at 
Rome, and collects and publishes agricultural statistics re- 
lating to various countries It is supported by the contri- 
butions of seventy-four governments, for the purpose of 
supplying to the world accurate information with regard to 
the whole economic side of agriculture It was founded in 
1905, but commenced work from 1908 Agricultural co- 
operation is one of the chief subjects engaging its attention, 
and it has a fine library' dealing with it Since 1910, it 
publishes monthly, the “International Review of Agricultural 
Economics’ ’ 

The International League of Agricultural Co-operative 
Societies was formed m 1907 under the leadership of Herr 
Haas, to which many countries have joined It collects 
and publishes information relating to co-operative legisla- 
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unton tht idditional dutv of n guarantee to the financing 
bank for the loans advanced bv it to the societies comprised 
m the union Though tht objects of tht union art framed 
to co\tr a aside ground, at present its functions art confined 
to helping the work of the member-societies, ind of assess- 
ing their credit, and thus acting more or less as a link be- 
tween the societies and the financing bank Hit sjstcm 
of guaranteeing unions is now found to be unsatisf^ctora 
and most of them, if not all, are there fort on the point of 
being cancelled in the prosinces as here thca were formed 
The detailed functions of both tht tapes of unions art des- 
cribed in the Chapter on Supervision 

District I edi rations — In Burma and Madras, the unions 
comprised in reaenue districts haae formed District Ftdtra- 
tions for the control and guidance of the Unions aaitlun 
their areas In Bombaa, District Supervising Boards or 
Committees are formcel for the same purport 
Provincial Federations — Since 1918, a Provincial Federa- 
tion, under the name of Institute, Union, Council or Organi- 
zation Societa, has been formed m even province and also 
in the leading Indian States Its chief functions are co- 
operatiae training and propaganda b\ organizing con- 
ferences and publishing a journal In Madras, the Provin- 
cial Union started in 1914 for propaganda onla has lattcrla 
undertaken the work of training also The Federations in 
the Punjab, Bihar and Orissa, Central Provinces and Berar, 
and Burma have also undertaken the work of prmnarv audit 
of the societies, and some even that of the financing banks 
A list of all the Federations together with the journals 
published bv them is given in the \ppendi\ 

Membership — The membership of the Federation in most 
provinces is open to co-operative societies, including banks 
as well as to individuals, but in Bihar and Orissa and in 
the United Provinces, it is open to societies and banks onh, 
while in the Punjab, it is open onlv to the Central Banks 
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Unions and the Mortgage Banks The Madras Pro\ mciat 
Union under its revised constitution has confined its mem' 
bership to provincial societies, central banks, supervising 
and trading unions, and to primary non-agncultural soci- 
eties having a working capital of over Rs 20,000 Indivi- 
dual membership is confined to distinguished co-operators a<=- 
honorarv members, without subscription and vvithout vote 
In those provinces where audit forms one of the functions 
of the Federation, the Registrar and some of his assistants- 
become under the constitution ex officio members 

Administration — The general meeting of the Federation, 
which is known as the Congress in the two provinces of 
Bihar and Orissa and the Central Prov inces and Berar, is 
the ultimate authority It meets once a v ear to consider the 
report of work and statements of accounts It appoints a 
bodv known as the Central Committee or Provincial Com- 
mittee or Council, consisting of 30 to 50 members (about 120 
in Bomba)), which meets twice a year, and regulates the 
pohcv of the Federation The Council elects a smaller bodv 
known as the Executive or Managing Committee, consisting 
of 8 to 10 members (16 in Bomba) ), which meets once a 
month or oftener, if necessar) One or two Secretaries are 
also appointed for attending to routine dailv work, and a 
President and one or two Vice-Presidents to preside over 
meetings In provinces where audit also forms the function 
of the Federation, the Registrar is the ex officio President 
Latterh, in Burma and the Central Provinces, the constitu- 
tion has been changed to allow of the appointment of non- 
official as the President 

Funds — The funds of the Federation are formed b) an- 
nual subscriptions, those pa) able bv societies and banks are 
graded on the basis of their working capital The local 
Government m each province makes an annual grant to it 
Where audit forms one of its functions, the source of in- 
come is the audit levy, which is higher than the ordinary 
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subscription In the Punjab, the audit levy is based on the 
net profits at 7; per cent, of the amount, the rate is now 
raised to io per cent It is collected from the primary soci- 
eties also, for, though they are not members of the Federa- 
tion their audit is made by the Federation In Bihar and 
Orissa, the Federation makes three levies, one for audit, 
the second for propaganda, and the third for co-operative 
training The audit lew made in Bengal, Burma, Assam 
and the United Provinces is credited to Government, as 
audit is made bv the Registrar’s staff m these provinces 
In Madras and Bombav no audit levy is vet imposed, but 
it is in contemplation in the former province, while in the 
latter, a corresponding levy to be known as superv lsion levy 
is contemplated for strengthening the work of supervision * 
Functions — The Federation m even, province is the chief 
■exponent of non-official opinion regarding the policy of the 
movement Its mam functions are propaganda and educa- 
tion or training The work of education is dealt with in the 
Chapter on Co-operative Education in India Propaganda 
is carried on through conferences, publication of journals 
and literature, lectures and magic lantern show's, and of 
late, by the annual celebration of the International Co- 
operators’ day T A library of co-operative and economic 
literature is also maintained bv each Federation In Bihar 
and Orissa, it maintains a printing press also The work 
of audit, which forms an additional function m the four 
provinces already mentioned, is done under the direction 
and control of the Registrar, through a paid staff In the 
Punjab, this staff is being divided into two sections, one 

* Since tinting the above. Government of Bombay has rejected 
the above proposal made by the Provincial Co-operative Council, 
and has instead ordered an audit levy to be made from April 
1931 on all societies of more than three years’ standing 
■j'The date feed oy the International Co-operative Alliance for 
the celebration of this day is firs* Saturday m July But, the 
All-India Co-operative Institutes’ Association has fixed first 
Saturdav m November for the celebration of the dav m India 
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confining its work to audit and the other doing the work 
of supervision* The Bombay Federation, known as the 
Provincial Co-operative Institute, has included the work of 
supervision among its objects, but at present it Is confined 
to the appointment of a representative on the District Super- 
vision Board The publication of statistics and the work of 
framing the model by-laws are done by the Registrar, and 
m many provinces, a manual for the guidance of societies 
is also published by him The account forms are also 
supplied by that officer The work of organization of new 
societies is done by the Registrar’s staff In some provin- 
ces, notably in Bombay, he is assisted in this work by 
Honorary Organizers appointed by him, receiving travelling 
and daily allowances The supervising unions and the financ- 
ing banks also organize societies within their area 
Decentralization of Work — The work of the Federation, 
in almost all the provinces, is carried on b> its head office 
In Bombay, however, it is wholly decentralized, being done 
through the Divisional and District Branches under the 
directions of the head office The policy and the method of 
work is regulated by the Provincial Co-operative Council on 
which all the branches are represented In Bihar and Orissa, 
the province is divided into five divisions, and a paid Propa- 
ganda Officer and an Assistant Officer are posted in each 
division under a Divisional Federation Board The two 
divisions in the Central Provinces, viz , the Berar Division 
and the Jubbulpore and Nerbudda Division have formed their 
own Institutes or Federations for propaganda and training, 
the Provincial federation being responsible for similar work 
in the Central Provinces Division only, and for audit in all 
the divisions Similarly, m Madras, three linguistic divisional 
federations are already formed for the Tamil, Telugu and 
Malayalam divisions, and two more are under contempla- 
tion All the Divisional Federations have a representation 
on the Provincial Federation or Union The Federation in 
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Assam is formed only for a part of the province, and is 
therefore known as the Surma Valiev Co-operative Organi- 
zation Societv, and the Assam Valiev, which is not easilv 
accessible from the former, has recently formed its own 
Federation 

All-India Co-operative Institutes’ Association — A national 
federation under this name has been formed in 1929 having 
for its members all the Provincial Federations m British 
India and Indian States Its object is to safeguard the 
common interests of the co-operative movement in the coun- 
try Its mam functions are deliberative and educative, and 
to hold an All-India Co-operative Conference and to publish 
a Year Book, a Journal and bulletins The organs of the 
association are the Conference held once in two vears, and 
a Standing Committee which meets at least twice a vear 
The office-bearers consist of the President, two Vice-Presi- 
dents and two Honorary Secretaries, and thev form part of 
the Standing Committee The regular work of the Associa- 
tion began in 1929 and it has undertaken the publication of 
the Indian Co-operative Year Book and a number of mono- 
graphs on important co-operative topics 
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CHAPTER XLI 

PROVINCIAL CO-OPERATIVE INSTITUTE, BOMBAY 

Work of the Won-officials in the Movement — Genesis of the Insti- 
tute — The beginning of Co-operative Education — Formation of the 
Institute — The activities undertaken — Wight Schools — The consti- 
tution of the Institute — Changes in the Constitution — Objects of 
the Institute — Tilt work of propaganda — (a) Magazines — (6) 
Confirmees — ( c ) Lantern Shows and Lectures — (d) Celebration of 
the Co operators Day — (e) Library and Reading Room — ( f) Eco- 
nomic Enquiries — (£) Advice and Guidance — (?i) Legal Advice — 

(i) Foirm^' non official opinion — (;) Publication of Literature — Co- 
operative Education — Central Hoard of Education — Co-operatt 'e 
Schools — Branches of the Institute — Funds — Institute s Building — 
Utilisation of Funds — Membership of other Institutes — Organisa- 
tion and Supervision — Rural Uplift II ’orl — Sanction to donations 
for chanties — Future worl 

iVork of the Non-officials in the movement — The co- 
operative movement in the Bombay Presidency, as in other 
parts of the country, was no doubt started by Government 
through the Co-operative Department with the Registrar at 
its head Yet the movement in Bombay, from the very’ 
inception, received considerable non-official help and sup- 
port Two factors were responsible for this outside assist- 
ance The Registrar enlisted the sympathy of a number of 
persons likely to take interest in the movement, and appoint- 
ed them as Honorary Organisers to help him in the work 
of organising and guiding new societies, and they receive 
only a travelling allowance from Government The other 
factor was the organisation of urban banks, which received 
more attention in this presidency than m any other The 
promoters of these banks came from the intelligent middle 
classes, and they began to take a keen interest in the spread 
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of the movement The co-operators belonging to both 
these classes took an actue part in the Provincial and Divi- 
sional Co-operative Conferences organised bv the Registrar 
from time to time, and their activities soon began to take a 
definite shape as the non-official side of the movement 
Genesis of ihc Institute — From the year 1912, a number 
of activities came to be undertaken bv the non-official work- 
ers m the Citv of Bombav , which resulted in the founda- 
tion of the Bombay Co-operative Institute In 19 12, an 
English \Aeeklv Journal known as “Commerce and Co- 
operation” was started Though it was a proprietor! enter- 
prise, the contributions to the co-operative section came 
entirely from the local co-operators In 1913, the Bombav 
Co-operative Housing Association was started for carrying 
on propaganda, and to give encouragement to co-operative 
housing societies The Association organised a library of 
books on housing, held weeklv public meetings for lectures 
and discussions, published a number of leaflets, and en- 
couraged the starting of housing societies Co-operative 
activities in directions other than housing also received at- 
tention In 1914 a Co-operative Central Librarv was start- 
ed, which formed the centre of manv co-operative activities 
Within a short time it enlisted a number of subscribers, 
issued some vernacular leaflets, got together a decent col- 
lection of books and a number of periodicals on co-opera- 
tion, and published in 1915 a catalogue of books on co- 
operation By the beginning of 1916, the Journal 
“Commerce and Co-operation” having ceased to exist, 
the Committee of the Librarv took upon itself the publica- 
tion of a journal devoted exclustvelv to co-operation, and 
from the middle of 19x7 began to publish the Bombav Co- 
operative Quarterh, which continues even to this day, but 
now as an organ of the Co-operative Institute Thus, the 
Co-operative Central Library mav be said to have led to the 
formation of the Institute 
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The beginning of Co-operative Education — Along with 
the above activities, co-operative education also began to- 
be undertaken Classes, of the duration of a week to ten 
dajs, were first organised in 1914 for the Secretaries of 
the Societies in Bombay Citv in 1914, and the experiment 
was repeated everv vear thereafter From the third vear, 
the} received official recognition, and the Registrar began 
to send a contingent of secretaries of the societies in the 
mofussil to be trained in the Bombav classes He also 
made a grant towards the cost of the classes, and lent the 
services of the officers of his department in the work of 
training 

Formation of the Institute — Opinion among the co- 
operators began to crystallise to bring the above activities 
together under a single non-official bodv Accordinglv , pur- 
suant to the discussion on a paper read by the present writer 
at the Provincial Co-operative Conference of 1917, a Com- 
mittee was appointed to take necessary action, and as a 
result of its deliberations, the Institute was registered on 
July 19, 1918, under the name of “the Bombav Central Co- 
operative Institute” 

The activities undertaken — The Institute thereafter took 
over under its own control the various kinds of co-operative 
activities already being carried on, such as the editing of 
the Co-operative Quarterly, the conduct of the Secretaries 
Training Class, and the Library and the Reading Room 
The work of the Co-operative Housing Association was 
taken over in 1920 

Night Schools — In 1918, the late Sir Vithaldas Thacker- 
sey started a scheme of opening night schools in villages, 
where co-operative societies existed Each school was 
run for two years, and 40 schools on an average were con- 
ducted each year AH the cost was paid by Sir Vithaldas, 
and the work was placed in the hands of a Committee It 
was made over to the Institute in 1921, but came to an ab- 
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rupt end two \ears later, after the death of Sir Vithaldas 
In 1922 

The constitution of the Institute — The membership of the 
Institute is open to registered co-operati\e societies as well 
as to individuals 1 he business was at first conducted by a 
Board of Management consisting of 40 to 50 members, and 
sub-committees were appointed to conduct the different 
branches of work 

Changes tn the Constitution — Vs the work of the Insti- 
tute began to develop in the mofussil through its branches, 
a change in its constitution was deemed necessary to suit 
the new requirements Accordingly , a revision was brought 
about in 1926 Under the new constitution, the name was 
changed into Provincial Co-operative Institute, the Presi- 
dent, who was uptill then His Excellencv the Governor e\- 
officio, was thereafter to be a non ofheial to be elected b\ 
the General Meeting, the Board of Management was replac- 
ed by the Co-operati\c Council to meet twice a year, and 
in Executive Committee was formed to look after the 
routine work I he ofheers of the Institute now are the 
President and the Vice-President, elected by the General 
Meeting, and two Honorary Secretaries elected by the 
Council The Branches in the mofussil were given a consti- 
tution with definite work assigned to them Each District 
«as allowed to hate a District Branch, and each linguistic 
division a Divisional status The Council consists of about 
120 members, including the representatives from the Dis- 
trict as well as Divisional Branches, 10 members nominated 
bv the Registrar, 5 bv the Provincial Bank, ^ b\ the Cen- 
tral Banks, 3 by the Urban Banks, 2 by the Housing Soci- 
eties, 6 by the General Meeting and 5 to be co-opted bv the 
Council itself The Council meets normally twice a y ear 
The Executive Committee consists of 16 members, of whom 
the Vice-President as the Chairman and the two Honortrv 
Secretaries form three, two are nominated by the Registrar, 
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one by the Provincial Bank, and the rest represent the 
Branches The Committee normally meets once a month 
It may be mentioned that a larger representation on both 
the bodies is given to the society members under the new 
constitution 

Objects of the Institute — The objects of the Institute, as 
defined in the revised constitution, are as follows — (1) to 
further the spread of the co-operative movement, (n) to pro- 
mote the study of problems connected with co-operation, 
(111) to strengthen and improve co-operative societies by 
supervision and other means, and to bring them together for 
common endeavour, and to create a community of interest 
among them, (iv) to ascertain and represent the views of 
co-operative institutions on questions of general or public 
importance affecting the movement, and (v) to bring about 
a moral and material improvement of members of the Insti- 
tute and of co-operative societies 

The work of propaganda — The work done by the Insti- 
tute may be broadly classed under Propaganda and Educa- 
tion Propaganda may be divided into two parts continu- 
ous and special 

The continuous work is of the following kinds — 

(a) Magazines — The Institute publishes five magazines, 
one in English known as the “Bomba} Co-operative 
Quarterly” and four in the four vernaculars of the 
Presidency, which are all monthl} Two District 
Branches have commenced to publish a monthly 
journal of their own from 1930 

(b) Conferences — The Conferences in the mofussil are 
organised by the Branches of the Institute, and their 
proceedings are conducted m the vernacular of the 
place These Conferences are of different kinds, such 
as Taluka, District, and Divisional The District 
Branches organise every }ear a number of Taluka 
Conferences in their area, and a District Conference 
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The Divisional Conference is organised about once m 
two years bj the Divisional Branches In 1930, the 
branches held 21 Taluka Conferences, 5 District Con- 
ferences, and 3 Divisional Conferences 7 Special 
Conferences were also organised for the consideration 
of subjects like marketing, supervision of urbar 
banks, and the like The Provincial Co-operative 
Conference was being organised by the Registrar in the 
earlier years Since 1921, the work was handed over 
to the Institute It was being held ever} }ear Since 
1927 it is being held once in two years to economise 
expenditure 

(c) Lantern Shows and Lectures — These are held as 
often as possible by all the branches Every branch 
is supplied with a magic lantern equipment and slides 
The Institute has prepared four sets of lantern slides, 
and more are under preparation 

(d) Celebration of the Co-operators’ Day — This event is 
being celebrated every year since 1924 by all the 
branches and by the leading societies and co-operative 
banks 

(e) Library and Reading Room — The Institute has a de- 
cent library of co-operative literature, and its reading 
room provides a number of magazines, Indian as well 
as foreign Every branch in the mofussil has also 
similar equipment, though on a smaller scale 

The special work is of the following nature — 

(f) Economic Enquiries — Several such investigations 
were held by the Institute and its branches, and a 
number of reports have been published 

(g) Advice and Guidance — Numerous questions of prin- 
ciple and practice arise from time to time, on which 
the Institute gives advice and guidance 

(h) Legal Advice — For affording facility to societies for 
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Marathi speaking division, being too large and possessing 
districts with vary ing conditions, had three divisional 
branches, one for the 3 Konkan districts on the western 
seaboard, the second for the two Khandesh districts and 
Nasik, and the third for the remaining four districts The 
Bombay City has been accorded the status of a divisional 
branch Later on, a branch has been started almost in each 
district, and is known as the District Branch Even Dis- 
trict Branch has a definite constitution with a working 
Committee and a general meeting, and is entitled to send 
representatives on the Provincial Co-operative Council m 
proportion to the number of societies in its area It organ- 
ises training classes for secretaries of the societies, Taluha 
Conferences in village centres, and District Conferences at 
different centres Each Branch has engaged a paid Propa- 
ganda Officer, who helps the work of the classes and 
Conferences, and carries on propaganda throughout the 
district by lectures and magic lantern shows, and the cele- 
bration of the Co-operators’ Day, and helps weaker soci- 
eties by advice and guidance In fact, the branches of the 
Institute have greatly helped the decentralisation of the 
work of the Institute and its spread throughout the presi- 
dency They have stimulated local enthusiasm and helped 
to create local workers Almost every District Branch has 
a representative on the Board of the local Central Bank, 
or of the branch of the Provincial Bank, and also on the 
Board of Supervision formed for guiding the work of Super- 
vising Unions in the district 

Funds — The funds of the Institute are made up of subs- 
criptions from members and a Government grant The an- 
nual subscription for individual members is Rs 5, or a 
higher scale prescribed for different denominations In the 
case of societies, a sliding scale is prescribed on the basis 
of their working capital > The total annual subscriptions 
now amount to about Rs 32,000 About Rs S,ooo are 
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received from other sources by way of contributions etc 
bringing the total income to Rs 40,000 Government had 
promised to make a grant equal to the amount of the Insti- 
tute’s income, but it has stopped at Rs 30,000 An addi- 
tional grant of Rs 4,000 is made for the expenses of 
Provincial Co-operative Conference The total funds are 
quite inadequate for the work of the Institute and its 27 
branches A few District Local Boards have commenced 
making small grants to the branches concerned But the 
practice has not yet been general 

Institute’s Building — The Institute has got a building of 
its own at a cost of over two lakhs, of which Rs 47,000 
were raised by donations, and the rest have been borrowed 
from the Provincial Co-operative Bank A portion of the 
building is retained by the Institute, and the rest is let out 
on rent, from which interest and other charges are met 

Utilisation 0/ Funds — The District Branches of the Insti- 
tute collect the subscriptions and retain half the amount, 
pay one-fourth to the Divisional Institute where it exists, 
and an equal amount to the Head Office Out of the Gov- 
ernment grant, about Rs 8,000 is spent on the 5 maga- 
zines, about Rs 16,000 are distributed to the Branches for 
their work and for entertaining a paid propaganda officer 
at each Branch, and the rest is spent on education and other 
work 

Membership of other Institutes — The Institute is a mem- 
ber of the International Co-operative Alliance, and of the 
All-India Provincial Co-operative Institutes’ Association 
started in 1929 

Organization and Supervision — The Institute does not 
take part in the work of audit or inspection The former 
is being conducted by the Department through its auditors, 
and the latter by the Financing Banks through their Ins- 
pectors The work of organization is being done by the 
Honorary Organizers, but it is confined to credit societies 
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' only Recently , Government has appointed a few Agricul- 
tural Organizers for organizing agricultural non-credit soci- 
eties The work of supervision is done through Supervising 
Unions With a view to taking in hand the guidance of 
these Unions, the Institute had included the work of super- 
vision among its objects At present, this guidance is 
placed in the hands of local Committees which have been 
started at the headquarters of the different districts and 
are known as District Boards of Supervision, of which the 
Assistant Registrar, a representative of the Institute’s 
Branch concerned, and one appointed by the financing bank 
concerned are the members A proposal was made that the 
work of Organization should be handed over to the Insti- 
tute together with the funds spent by the Department on 
it But it did not materialise 
Rural Uplift Work -—Two experiments are taken m hand 
by a Committee for carrying on the work at two centres 
The Institute makes an annual grant for the work 

Sanction to donations for chanties — The Bombay Co- 
operative Societies Act has given a distinct recognition to 
the Institute Under Sec 42 of the Act, the Institute s 
sanction is required to be taken bv societies wishing to 
make donations for charitable purposes out of their profits 
The responsibility of sanctioning such contributions and see- 
ing that no mistakes are made in construing the purpose 
of the charities, has thus been transferred from the Regis- 
trar to the authorities of the Prov mcial Institute 
Future Work — Schemes of rural uplift and of adult edu- 
cation in villages are formulated Further extension of 
co-operative education and the publication of co-operative 
literature m vernacular are also m view But all this work 
must depend upon the possibility of obtaining more funds 
There seems to be little chance of obtaining an increase of 
grants from Government on account of financial stringency 
If the Local Boards, recognising the importance of rural 
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affords sufficient scope for a!I the products e use it can be 
put to by the members of Co-operative Societies 

Short and Long Finance — For finance for long’ periods 
and also for large amounts, the movement uses the medium 
of the Land Mortgage Banks or Mortgage Credit, which 
deserves separate treatment, and for finance of short and 
intermediate term, say for one to five years, and generally 
of comparatively smaller amounts, the medium of the ordi- 
nary credit societies is used It is this latter kind of finance 
which is the predominant factor m the Indian movement, and 
which we propose to keep mainly in v lew in the treatment 
of this subject, though reference will be made to the other 
kind whenever occasion arises 

Security for outside Funds — The finance required for the 
movement is, to a large extent, raised bv means of deposits 
and loans But before either of these can come m, a soci- 
ety must offer security to the investors, in other words, it 
must be made clear to the public how the liability created 
by accepting deposits of loans will be met There are two 
methods usually adopted of undertaking this liability, one 
is known as the unlimited and the other limited A society 
assuming unlimited liability gives the joint security of the 
property of all its members, while, if it accepts limited liabi- 
lity, the society offers the security of some capital raised 
by itself in the form of shares There is another scheme 
known as liability limited by guarantee, in which the 
members instead of paying the share capital, each of 
them gives a guarantee to pay his share of liability m case 
of liquidation But this kind of limited liability' is very 
rare, at any rate in India 

Margin oj Safety — It should not, however, be supposed 
that because the liability of a society is unlimited, it can 
raise funds to any extent The limit is based on the assets 
of the members, and generally funds are allowed to be 
raised to the maximum extent of half or one-third the value 



of the assets, which is known as the Margin of Safety 
Even this limit is not allowed to be reached all at once at 
the commencement of a society’s life It is gradually raised 
to that limit, as the society is found to work satisfactorily 
On the other hand, if the society goes on increasing its re- 
serve fund, the limit of outside loans is allowed to be in- 
creased in proportion to the extent of that fund It is 
therefore usual to make it compulsory m the case of an 
unlimited liability societv , to carry all its net profits to the 
reserve, at least for a certain number of years, which is 
usually' ten In the case of a society of limited liability, 
there is no definite rule, regarding the margin of safety , 
but by' experience, it is laid down at one-tenth at the lowest, 
or in other words, the highest outside liability is to be ten 
times the paid-up share capital and its reserve fund Most 
societies keep well within the margin of say, i to 6 or i to 
8 It is lower in the case of societies dealing with personal 
credit, higher in that of those dealing with real credit, 1 e , 
land mortgage banks, where even the proportion of i to 25 
is allowed Changes in the limit of outside capital are al- 
ways left to the general meeting to sanction 
Share Capital in an Unlimited Liability Society — In the 
case of an unlimited liability society, it is usual to raise some 
initial capital by small deposits from the members them- 
selves, repayable after 8 to 10 years, and to induce them 
to go on making further deposits from year to year The 
object of this course is to increase the society’s owned capi- 
tal on the one hand, and to encourage thrift among the 
members on the other This has been the policy followed 
up to now in the Bombay Presidency Another method of 
collecting and increasing the owned capital of such a society 
is by means of shares It must, however, be borne m mind 
that the mere introduction of shares in the case of an un- 
limited liability society, does not change or affect its liabi- 
lit\ , which remains unlimited all the same The shares are 



either of small value, or thev are made pa\able by small 
instalments The advantage of share capital o\er the de- 
posit capital is that, whereas the latter is withdrawable at 
the end of the term, the former is not Moreo\er, with the 
accumulation of the share capital, as of the resen. e fund, 
the incidence of unlimited liability becomes less and less 
On these grounds, the share system is now favoured m the 
Bombay Presidency and is being gradually introduced In 
Sind, however, it was introduced from the ven inception of 
the movement m that division It must be noted, that the 
share capital is not introduced to replace deposits The 
latter should be encouraged with a view to stimulating 
thrift, but they need not be for a long term of y ears, facihtv 
being given to members to withdraw them, whenever neces- 
sary 

Precautions regarding Share Capital — The mam objec- 
tion to the introduction of share capital in an unlimited 
society is the danger of high dividend It is, therefore, 
necessarv that dividends should be kept down as low as 
possible, with a view to building a strong reserve, so that 
the society with its share capital, its reserve fund, and the 
members’ deposits may be made self-reliant to meet all the 
financial needs of its members, without having to take re- 
course to outside capital, either in the shape of deposits or 
loans As a rule, dividend in the case of an unlimited lia- 
bility society with shares, is allowed to accumulate generalh 
for ten years, and until the shares held by the members 
become fully paid up 

Need of Outside Capital for Rural Societies — The rural 
society takes time to accumulate its own capital, and will, 
therefore, as a general rule, stand in need of outside capital 
for many years to come That capital will take the form of 
depos.ts and loans 

Advantage of deposits over loans — In the case of loans, 
the lender dictates the terms, while in the case of deposits, 
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the investors submit to the terms laid down by the society 
or the Bank receiving them, the terms being regulated bv 
the prevailing conditions of the money market As a gene- 
ral rule, an institution can secure deposits at a lower rate 
of interest than loans Rural societies receive deposits 
locally, and loans from Central Banks, which on account of 
their central position, can raise capital at a cheaper rate, 
and lend it to the societies at a reasonable rate of interest 
Cash Credit and Overdraft — When a society has to raise 
a loan from a Bank, instead of receiving the whole amount 
in lump, it is much better to make arrangements with the 
bank to draw in such smaller sums, as and when they are 
required This arrangement is known as Cash Credit 
Under this system the bank charges interest only on the 
debit balance, and receives amounts at any time towards 
the reduction of the balance In other words, the debtor 
society operates on it as if it were a current deposit account 
to the extent of the credit allowed, the agreement being 
taken for the full amount Cash Credits may also be allow- 
ed in favour of individual members in urban banks if pro- 
per securit\ is furnished An overdraft is permission- to 
draw on a current deposit account, after the whole deposit 
amount is withdrawn Such permission also requires secur- 
ity to be furnished, as in the case of cash credit 

Regulation of the Deposit Business — The deposit busi- 
ness of a banking institution requires to be carefully 
regulated Its credit wril depend upon its ability to meet 
deposits when they become due In the case of fixed de- 
posits in rural societies, they should be so regulated as to 
make them repayable at harvest time Deposits from non- 
members, and especially from persons outside the village, 
should be avoided by such societies, at any rate they should 
not be received without the consent of the Central Financ- 
ing Bank In the case of limited liability societies, the 
repayment of deposits should be made to coincide with the 
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repayment of loans advanced by them, and the dates should 
be spread over the whole year so that all deposits or a large 
number of them may not fall due at the same time But 
this may not always be possible Arrangements must be 
made to hat e a cash credit with a Central Bank for drawing 
upon when any deposits become due for repayment Sav- 
ings deposits, however, are more difficult to be so adjusted, 
as the term of repayment m their case is not fixed But 
certain limitations are placed on them, such as, the total 
amount of deposit by a person should not exceed a certain 
sum, that withdrawal at a time should not exceed a certain 
amount, that not more than two withdrawals are to be allow- 
ed m a month, and that notice of 3 to 7 days should be given 
for a withdrawal Current deposits are much more difficult 
to regulate, as no limitations, except on the total amount of 
deposit, are placed on them They are withdrawable by 
cheques, which require a trained staff to deal with, well 
versed m the technique of cheque business Such deposits 
should not, therefore, be introduced m village societies 
Fluid, Resource — Adjustment of the repayment of depo- 
sits and of loans to coincide with each other, is only one 
and not the only precaution necessary to be taken for punc- 
tual meeting of outside liabilities The outstanding loans 
or many of them, may not be repaid by the borrowers in 
time, on account of unforeseen difficulties On the other 
hand, the most essential principle of banking is the ability 
to meet every liability on the day it becomes due Inability 
to do so on the date the demand is made, whatever be. the 
cause, is considered to be an act of bankruptcy It is, 
therefore, necessary that every banking concern, small or 
big, must not only maintain a due proportion between ad- 
vances and deposits, but must have also some fund or re- 
source at its disposal to meet its liability in time At the 
same time, it must have also sufficient funds or resource 
to meet the legitimate demand of its borrowing members 
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The resource which answers this purpose is known as the 
Fluid Resource This resource maj not constitute mere 
cash kept on hand, and indeed no banking- institution keeps 
more cash on hand than is necessary', as such a course in- 
volves loss of interest The fluid resource, especially that 
portion of it which is not immediately required, should be 
either maintained in the form of gilt-edged securities, 
which can be readily converted into money with the help 
of a bank, or in the form of a deposit in a bank, or a cash 
credit on the strength of available securities The extent of 
the fluid resource required by a society or bank, differs 
according to the nature of the deposits, a larger proportion 
being required for the saving bank deposits than for the 
fixed, and a still larger proportion for the current deposits 
and those payable on demand A rigid and uniform stand- 
ard cannot be laid down for all the banking institutions, as 
is attempted to be done in the Report of the Maclagan Com- 
mittee on Co-operation (1915) The extent must be govern- 
ed by various conditions and considerations, such as the 
status and class of the depositors, the extent of their confi- 
dence gained by the banking institution, the monetary and 
trade conditions of the locality, and so on 

The Reserve Fund and its Importance — The reserve fund 
is of great importance, both to the limited as well as the 
unlimited liability society A strong reserve raises the 
credit of a society, because it is an indication of its strength, 
a source of safety and an index to efficient and vigilent 
management With lax management, a society will make 
losses, or incur unnecessary expenditure, and will not be 
able to accumulate a strong reserve, which is to be built 
up out of profits Every societv, which aims at strengthen- 
ing its position, must put forth all efforts to increase its 
reserve With this object in view, the working expenses 
should be kept down as low as possible consistent with effi- 
ciency At any rate, services m an unlimited liability soci- 



et} should be gratuitous, except that of the Secretin No 
societv should pay a high rate of dividend on its share capi- 
tal The rate of dividend is in indication, whether the 
society is out for seeking profit, or rendering sen ice to its 
members The rise in the society's reserve, which is its 
own capital, is of greater value than even the share capital 
For it has to pav dividend or interest on the latter, but not 
on the former However, it would be a wise course to cam 
some interest to the resen c it the rate paid on fixed 
deposits With the accumulation of the resene, the society 
would be in a position to attract deposits at a low rate of 
interest It is a safe course to invest the resene or i por- 
tion of it separate!} Societies generallv deposit their 
resene with the Central Banks, and the latter with the 
Provincial Bank, which again invests it m gilt-edged securi- 
ties It then answers parti} the purpose of a liquid resource 
to draw upon to meet unexpected pressing demands With 
a view to removing temptation, the reserve fund in co- 
operative concerns is made indivisible, making it impos- 
sible for members to share it out among themselves in case 
of dissolution of the concern 

Other Funds built from profits — Besides the Reserve, it 
is usual to set apart out of the profits certain amounts to 
build up other funds, such as, (i) Bad and Doubtful Debts 
Fund, to meet contingent loss arising from anv loans ad- 
vanced proving to be irrecoverable, (2) Sinking Fund, to 
pav off the debentures, if any, issued by an institution, 
within the term of years for which the} are issued, or to 
replace a building erected by an institution, within the 
natural life of that building, (3) Dividend Equalising Fund, 
to ensure the pa}ment of dividend on shares at the usual 
rate, when the profits in an} }ear maj be found to be in- 
sufficient to pa} the usual rate, (4) Building Fund, with i 
view to enable an institution to have its own building in 
course of time These funds, especiall} the first, which in 
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the case of the Raiffeisen Societies is known as the second 
reserve, go to strengthen the Reserve Fund itself But they 
are not necessary in the case of unlimited liability societies, 
which are expected to carry all the profits to the reserve 

Interest and its Rate — Closely allied to the subject of 
the reserve fund, is that of the rate of interest paid on 
deposits and charged on loans The former will be gov- 
erned by the status of the depositors in the locality and the 
conditions of trade, as also on the credit of the institution 
The rate on loans must be so regulated as to leave enough 
margin over that of deposits, and will be governed by the 
cost of the establishment, and other services to be rendered, * 
which in the case of central banks take the form of inspec- 
tion, and in the case of rural societies, that of supervision 
The need of rapid building up of the reserve fund has also 
to be kept in view In the case of rural societies, too 
low a rate of interest, even if it is enough to meet all the 
charges, is generally deprecated, for another consideration, 
which must weigh with them, and it is not to make credit too 
facile, as it might lead members to borrow beyond the 
limit of absolute necessity 

Dealings with Non-Members — Dealings with non-mem- 
bers in the case of non-credit institutions are not generally 
discouraged, as they are, in the case of banking institu- 
tions Loans by societies to non-members are stricflj for- 
bidden, because they cannot be regulated in accordance with 
co-operative principles Loans even to individual members 
m the case of central banks are forbidden as these institu- 
tions are mainly created to lend to societies Non-members 
as sureties for loans though allowable on principle, are ex- 
cluded in practice as being beyond the pale of arbitration, 
which affords a cheap method of deciding disputes between 
societies and their members Deposits are, however, allow- 
ed to be received from non-members A question has often 
been raised why loans should not be advanced to non- 
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r depositors on the strength of their deposits, both 
sasure of encouragement to them and of safe mvest- 
F capital when there is a surplus over the demands, 

: question has not been jet answered satisfactory 
movement The banks in most provinces, however, 
3W commenced advancing such loans to non-member 
ors on the security of their deposits Dealings m bills 
ange and drafts by banks are now considered to be an 
ile step for extending full banking facilities But 
jp very often leads to dealings with non-members 
rators agree that this is a legitimate banking business 
n be undertaken bj co-operative banks and societies, 
iuropean countries, and is one likelj to promote co- 
ve trade, but Government seem to hold a contrarj 
icrhaps because it affects the business of joint-stock 
and of the'Tmperial Bank Government, therefore, 
be persuaded to afford to co-operative banking all 
itimate facilities for its full expansion For, neither the 
ock banks nor the Imperial Bank can undertake to 
the agriculturists, whose requirements are too small 
r comparativelj too long periods for these concerns 
die with any degree of success It is this difficult 
Inch co-operative finance has undertaken to shoulder, 
i will proceed to examine how it fulfils its aim 



methods in a (lording credit to the borrower, which must be 
of real use to him, automatical!} ensuring the return of the 
Joan after its use By such transactions, the society attracts 
sufficient credit for its requirements 1 hough much of this 
credit may come for a time from the Central Bank, the pri- 
mary society should try to attract as much credit from local 
sources as possible, tapping all idle wealth, and creating 
nerv wealth bj mobility of money , so that it may ultimately 
attain a position of independence Co-opcrati\e societies 
are m a position to attract such capital as cannot be tapped 
by joint-stock banks, and thus to form a useful medium 
for multiplying the country’s wealth 

Funds of tin Society — Societies for credit in villages are 
of the Raiffeisen type, and those in toyvns are of the Schulze- 
Dehtzsch or rather of the Luzzatti type of Italy The funds 
of the primary society arc alloyved to be raised by (a) 
shares, (b) deposits, (c) loans, (d) donations and (e) entrance 
fees The entrance fee is generally small, being about half 
a rupee to one m each case, and, therefore, does not count 
much in the formation of a Society 's capital It is generally 
used for preliminary expenses, and is thereafter added to the 
reserve fund As for donations, \ery feyv societies count 
upon them, and feyver still get them at all Thus, the only 
sources of capital are shares, deposits and loans, the first 
source bung, hoyy'eyer, eliminated in the case of the rural 
credit or unlimited liability society, unless it is based on 
the share system Every society, sery ing either in a rural 
or urban area, is expected to accumulate local capital, as 
far as possible, firstly , from its oyvn members, and secondly , 
from others in the area of its operation But rural soci- 
eties, not being in a position to raise enough local capital, 
stand in need of the services of a central bank for support 
Limit on Deposit': and Loans — In the ease of every soci- 
ety, a limit is placed on the extent of deposits and loans to 
be received by it In the case of a limited liability society, 
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l controlling the credit of the society by the financial 
and (4) the frustration of the object of preparing the 
credit statement Societies must realise that the 
: of loan from a bank can be drawn in such parts and 
h dates as may be required, and its repayment can 
le in part or whole, and at an\ time at eomenienct 
t on loans will run from the date of their receipt, and 
ip from the date of repayment of part or whole No 
icdities ovist in the case of deposits Receipt of such 

s, moreover, increases the thancL of surplus funds 
mg in the hands of a society till the date of their 
lent arrives, and hence there arc temptations for their 
, or the issue of loans without proper enquiry and at 
ason Rural societies would, therefore, be well ad- 
o a\oid outside deposits 

htions of Loans to members — Loans to members arc 
ied by the following conditions (a) Purpose, (b) 
(c) period of repayment, (d) limitation on the 

t, and (e) interest 

>ose of the Loan — Loans as a rule arc to be adranc- 
productive purposes only , but they are also advanced 
emomal purposes, after strict scrutiny of the require- 
of the borrower and his ability to repay 
onat Sureties — The security for a loan in the case 
types of credit societies is generally personal, two or 
Friends of the borrower being considered sufficient 
■member may become a surety , and in a yvay he helps 
rge the scope of credit, especially m a society of un- 
liability But to bring any liability within the scope 
tration proceedings in case of default, it is prescribed 
le surety should be a member of the society The 
f of the borroyver and the sureties is joint and several, 
ihe society being at liberty to recoycr the loan from 
e or more of them 

tgage Security — Sometimes a mortgage of the pro- 
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perty is taken as a collateral security But where the 
amount of loan is large or is for payment of an old debt, a 
mortgage of the borrower’s property is always taken 
Credit societies should take care not to lock up their ordi- 
nary capital on landed property, as such business pertains 
to a special class of institutions known as land mortgage 
banks 

Security of Movables — Town banks accept gilt-edged 
securities or shares of well established concerns, like Rail- 
ways, Tramways, or bonds issued bv local bodies, or a life 
insurance policy to the e\tent of its surrender value, either 
in lteu of or in addition to personal sureties Security of 
jewels and other valuable property is not in vogue, but of 
late, it is being introduced in the case of urban banks with 
recognized safeguards as to their valuation and safe custody 
Similar facilities have also been extended to members of 
primary societies affiliated to branches of the Bombay Pro- 
vincial Bank Advances on the security of agricultural 
produce deserve to be encouraged in the interest of farmers, 
and a beginning is made in that direction 

Shareholding of Borrowers — Another device of obtaining 
indirect additional security resorted to in an urban bank is 
by requiring the borrower to hold a certain number of shares 
in the bank m proportion to the loan, generally of i to io 
It must, however, be remembered that a bank is prohibited 
from lending on the security of its own shares The share- 
holding, therefore, forms an indirect contingent security 
This practice of encouraging borrowers to hold shares fur- 
ther secures an automatic increase in the guarantee fund of 
a bank, and consequently in its borrowing capacity 

Period of Repayment of Loans in Urban Banks The 
period of repayment of a loan by a member in the case of 
an urban bank is generally one year, sometimes it may be 
shorter, and sometimes longer, according to individual cir- 
cumstances Whatever be the period, the loans are 



rmde repav able by instalments, montlilv , quarterlv 
eirh , according to the nature of earnings of the 

' of Loam ui Rural Banks —In the case of a rural 
the period of repav ment is governed by the purpose 
an If the loan is for current agricultural purposes, 
seeds, manure, etc , or domestic expenses, it is 
le within one year, i c , out of the outturn of the 
for the purchase of iron implements, or bullocks, 
ide repavable within two or three vears by mstal- 
and if for large improvement works of land or for 
:nt of old debts, the loan is made repavable within 
3 of three to ten vears, but bv instalments to be 
m the surplus earnings of borrowers Loans of this 
appertain to land mortgage banks, and though the 
s of agricultural credit societies provide for the grant 
i loans for periods not exceeding ten vears, until 
only well-managed societies were permitted to 
this business out of their oivn or from borrowed 
It must be borne in mind that the abihtv to repiv 
>ng term loans must be judged bv the savings the 
:r is hkelv to effect after meeting his current expens- 
which also lie may have borrowed or is likely to 
These three kinds of periods are known as short, 
diate and long 

tni of Loan — The amount of a loan that can be 
:d to a member will be governed bv the funds at the 
i of a society and bv the number of members wanting 
>vv The amount will be small it the earlier stages, 
limit will be raised with the increased resources of 
letv 1 he maximum amount m the case of rural 
is about Rs 500 to 750 as mav be fixed bv the bye- 
uch limit, with the previous sanction of the Regis- 
ay be increased to any extent for repayment of old 
Besides this, in the Bombav Presidencv , special 



limits -ire allowed In the Registrar in favour of members 
possessing large holdings, and therefore requiring larger 
amounts for current agricultural purposes 
Scntfmv of /.onus Normal Credit Statements and Maxi- 
mum Credit — Agriculturists should neither be o\ er-financed 
nor under-financed Cither way lies danger The amount 
of a loan and the period of its repayment, therefore, require 
considerable scrutiny m the case of rural credit societies 
Fins is done be means of a Normal Credit Statement to be 
prepared bv the managing committee and checked and 
sanctioned b\ the general meeting of the Society The 
normal requirements of each member for his current 
agricultural purposes, as also those for his household needs, 
including ceremonials, if am, arc scrutinised and put down 
against each member’s name in the statement In addition 
to this, the Financing Bank requires a Statement of the 
property of all the members of the society , together with 
its normal -valuation, to form the basis of the credit to be 
allowed to the society, the general limit of the loan being 
about one-third the total y aluc of the property , and in special 
cases it may be raised to one-half On the basis of both 
these statements, the Bank fixes the maximum credit to be 
alloyyed to the society for the yvhole year The advantage 
of the fixation of maximum credit is that the society can 
draw from the Bank as and yvhen required to the extent of 
the maximum, instead of taking the full amount of the loan 
at once — a course invoking both risk and loss of interest 
Central Banks which finance the primarj societies arc inter- 
ested in seeing that the statements are correctly prepared 
Interest on Loans — The general rate of interest charged 
on a loan made to members in the case of societies of all 
types in the Bombay Presidency is 9^ to ioj[ per cent per 
annum, which works out at i{ to ij pies per rupee per 
month In all other provinces, except Madias, it is 12} to 
15 per cent The higher rate of interest leaves a good 
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fortunes, such as the failure of crops and the like, the 
society grants an extension of the period of repayment, and 
penal interest is remitted for such periods of authorised 
extension 

Rebale of Interest — It is urged by man) co-operators that 
penal interest is not the best method of correcting unpunc- 
tuaht) If at all it is ncccssar) , the rate should be not 
more than 2 or 3 per cent above the ordinarv A better 
course seems to be, to gi\e rebate of a portion of interest m 
the case of punctual payments Reward for \irtuc has its 
own value, and if punishment for a fault is considered ne- 
ccssara, it should not be sea ere The adoption of a slightly 
higher scale in the normal rate of interest, avould be justifi- 
able on this ground also, for the increase becomes nominal 
avhen the rcpa)mcnt of the loan is punctual, and real only 
in the ease of wilful defaulters 

Rcscrtic Fund — Every societ), which does banking busi- 
ness, must try hard to build up from its profits a substantial 
rcscrae fund, avluch not onl) adds to its strength, but be- 
comes, as >cars roll on, an additional source of owned 
capital, on which it has to pay no interest When the re- 
serve fund is large enough, it enables the societ) to lower 
the rate of interest charged to its members 

Division of Profits — In the division of profits, the reserve, 
no doubt, forms the first consideration after the special 
contribution, if an) , to be paid to the Supervising Union 
Dividend at a reasonable rate m the urban banks, will form 
the next charge on profits 1 he charge thereafter to be 
considered is education, both co-opcratne and general 
Following the wise lead of the co-operative societies in 
Europe, those in India would be well advised to spend their 
surplus profits on education, which forms the greatest need 
in a country like India, where illiteracy is the rule in rural 
areas, instead of frittering away the meagre resources m 
all forms of so-called charities Instead of spending away 
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each year’s contribution, it would be advisable to build up 
a fund, as is done by the societies m the Madras Presidency 
The accumulated fund will stand m good stead in promoting 
primary and adult education m Milages 

CHAPTER XLIV 

CO-OPERATIVE FINANCE 
III The Central Bank 

Scope and Functions — Banking Unions and Central Banks — Taluka 
Central Banks not possible— Constitution — Management — Confltcl 
of Interest to be a >otded — Business of the Bank — Capital of the 
Bank — Sxstem of Loans — formal Credit-Needs of the Individual 
Members* — Prompt and Adequate Finance — Branches of the Banl 
and their Importance — Interest on Loans — Penal Interest — Inspec- 
tion and other sennees to member societies — Distribution of Pro- 
fits — Number of Banks m the Country 

Scope and Functions — The capital at the disposal of 
primary societies, especially those in rural areas, is often 
found to be insufficient to finance their members fully To 
overcome this difficulty, the societies combine to form Cen- 
tral Banks, operating in areas, varying from a Taluka to 
a District Such a Central Bank, being established in a 
town, and operating in a larger area, is able to command 
more capital than a Milage society can, both by attracting 
a better class of investors, and b\ tapping the central money 
market It not only supplies the deficiencies of a society 
m need of funds, but takes over the idle balances m tlu 
hands of those who have surplus funds, and thus acts as ; 
balancing centre 

Banking Unions and Central Banks — In the Punjab 
such banks as arc established in small areas as of a Taluka 
are known as Banking Unions In the Bombay' and mam 
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other Presidencies, they are established for the area of a 
district, and are known as Central Banks, and in Bombay 
as District Central Banks These Banks, m their turn, 
may attain federate into a provincial bank, winch institu- 
tion will be referred to in the next chapter 

1 oluka Central Bank'; not possible — Central Banks for 
a smaller area than a district, say for a Taluha or Mahal, 
cannot be successful 1\ worked, as they will not be able to 
r use sufficient outside capital, and to attract men of busi- 
ness capacity to conduct them Thev can, however, be 
started as Book Banks, doing work as forwarding agencies 
\ better course is to establish branches of a district bank 
in taluka centres wherever possible, as is being done in 
Bombas 

Constitution — \11 the central banks, whether district or 
Taluka, are of limited habihtv In a central bank of a pure- 
ly federal tv pc, membership will be confined to societies 
onlv But, atmost all the central banks in India are of a 
mixed type, the membership being open to individuals also 
'I he object of this course is to have on the board of manage- 
ment of the bank a few local men of influence, and trained 
business men, with a view to inspiring confidence among 
the investing public 

The number of federal tv pc of banks will increase in 
course of time, as the primary societies will become strong- 
er, both in point of management and proper appreciation of 
co-operative principles 

Management — The managing board of a central bank 
consists of representatives of individual members and of 
societies, the latter generally forming a majority The 
affairs are managed bv a paid manager and a staff working 
under him 

Conflict of Interest to be avoided — The conflict of mtei- 
cst, that is likely to arise between the directors representing 
individuals and those representing societies, should be avoid- 



The former may try to raise the rate of dividend, and 
latter to lower the rate of interest on loans Both wajs 
danger, which should be guarded against Societies 
tild seek to reduce interest on the loans to their members 
:lv on the strength of their own capital and reserve fund, 
not on the causal reduction in the rate of interest of cen- 
banks These loans are advanced mostly out of deposits 
3i\ed by the banks, and the rates of interest on them 
:n fluctuate, and it would be a most inadvisable course 
change rates of interests on loans from time to time on 
basis of the fluctuating rates of interest on deposits 
tusiness of the Bank — The main business of a bank is to 
'ance loans, which are made only to societies, and not 
individual members, except on the security of their de- 
;its These loans are advanced chiefly to rural societies, 

, the urban banks generally become able to raise suffi- 
nt capital bv deposits within a few years of their start 
ne banks have commenced doing inland exchange bus>- 
;s, which is, however, confined to towns only Some 
ihs have recently been interesting themselves in the busi- 
;s of joint marketing and supply on behalf of the 
hated rural societies, and the enterprise deserves every 
:ouragement on account of its importance 
Zaptial of the Bank — The capital of the bank is formed 
shares (each of Rs 50 to too), and deposits of all kinds 
some central banks preference shares are issued, with a 
w to inducing individual members to subscribe to a 
ger number of them, to enable the bank to obtain suffi- 
nt share capital immediately after it is started In the 
tnbution of profits, preference shares have a prior claim 
dividend over ordinary shares In recent years, the 
ictice of issuing such shares is not favoured, and it is 
sent m the Bombay Presidency The Bank may raise 
ns from the Provincial Bank, where one exists, or from 
lomt-stock bank, and, whenever possible, arranges with 
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them an overdraft or cash credit, to afford liquid resources 
to meet the withdrawal of deposits when due All the affili- 
ated societies deposit their reserve fund or a part of it in 
the bank, as also their surplus funds, if any These soci- 
eties have also to hold some shares in the central bank, 
generally m the proportion of 5 to 10 per cent of the loan 
borrowed from it 

System of Loans — Normal Credit — In making loans to 
rural societies, the bank has to see that the needs of the 
members are neither over-assessed or under-assessed, and 
that the total amount is well within the margin of their 
collective assets For this purpose, every financing bank 
has to see that the borrowing society has properly prepared 
the statement of normal credit of the members and the 
statement of their assets The Supervising Union, wher- 
ever it exists, assists in the preparation of these statements, 
and in the Bombay Presidency, they are checked by an 
Inspector of the financing bank The total amount will 
no doubt be based on the normal credit statement, but its 
maximum is limited in this Presidency to one-third the total 
valuation of assets The bank does not advance the loan 
in lump, but fixes the maximum credit to be allowed to the 
society, from which the latter has to draw as and when 
the needs of the members arise The society has usually to 
prepare quarterly forecasts of the requirements of the mem- 
bers, and forward them to the financing bank, so that the 
latter may keep the amount ready 

Needs of the Individual Members — Though the total 
amount of loan to each society is based on its total assets, 
the amount to be lent to an individual member, need not 
depend on his assets, for he offers two sureties as security 
The amount of loan to a member will, however, depend on 
the total assets of the borrower and of his sureties The 
normal requirements of each member are entered in the 
statement of normal credits, and are based on the area of 
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his holding, and the possibiht\ of his being able to repay the 
loan from the out-turn of his crop within one, two or three 
3 ears at the most, v. Inch are generally the periods fixed for 
repayment In the case of a loan for pay ing off old debts, 
its repat ment by the member is based on the member’s 
capacity to save In such a case, therefore, the statements 
should contain the annual income and expenditure of the 
member concerned, all the encumbrances on his estate and 
their particulars The loan is advanced on the mortgage of 
the members’ property executed in favour of the society 
Prompt and Adequate Finance — Ihe most important 
principle guiding rural finance must be that it must be 
prompt and adequate Adequacy or sufficiency of finance 
is secured by the preparation of normal credit statements 
already referred to, which also prevent the other extreme 
of over-finance But in spite of all the precautions men- 
tioned above, the distance of the bank from the place of 
the society often leads to delay, both in the transmission of 
papers to the bank, and the remittance of money by it 
This want of proximity makes it difficult to gauge, with 
any approximation of certainty, the credit requirements and 
the credit-worthiness of the members of the societies These 
difficulties can be removed by establishing branches 

Branches of the Bank and their Importance — The svstem 
of establishing branches has already been adopted by seve- 
ral district central banks in the Bombay Presidency , but 
the process requires to he carried further till a branch has 
been opened at the seat of each supervising union, as is 
the practice m Germany Though this would be an ideal, 
it could be reached earlier by the spread of education At 
any rate, the process of decentralisation should continue 
until there is a branch in each Taluka or Mahal By means 
of these branches, central banks will not only be able to 
control the finance of the societies, but also to bring their 
trade under co-operative control 
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Interest on Loans — The rate of interest on loans made by 
the central banks to societies is generally up to 8 per cent 
m the Bombay and the Madras Presidencies, and io per 
cent in other Provinces Recently a system known as “a 
discriminating rate of interest” is being adopted in Bom- 
bay, whereby the bank charges half a per cent less over 
the usual rate in the case of societies of \ and B class and 
those which are punctual in repayment But such discri- 
mination is likely to be felt as invidious , because it is very 
difficult to lay down a fine line between the various degrees 
of unpunctuality A better course would be to charge the 
higher rate to all societies, and give a rebate on punctual 
repayments The invidiousness becomes more glaring when, 
as is the practice with some financing agencies, there is 
another sort of punishment for unpunctuality in the shape of 
penal interest 

Penal Interest — Penal interest is charged in the case of 
unauthorised default made in the repayment of a loan 
Whatever may be the merit of such a measure adopted by 
a society in the case of individual membeis, it would be 
considered to be a hardship when enforced against a society 
For the latter becomes unpunctual, not because of its re- 
calcitrancy, but because some of its members fail to repay 
the loans in time, either intentionally or due to unavoidable 
circumstances Enforcement of penal interest in the case 
of societies, therefore, amounts to the punishment of the 
whole body for the faults of some ot the members 

Inspection and other services to member societies — It has 
been a recognised principle in the Bombay Presidency for 
the Central Banks to appoint an inspecting staff to super- 
vise the work of preparation of statements of normal credit 
and of assets, to guide the banks in fixing the amount of 
loan to be sanctioned, and to render general help to soci- 
eties They also assist the co-operative education classes 
organised by the Branches of the Provincial Co-operative 



308 


Institute The. work of inspection becomes less onerous 
and more eas) in the case of societies covered In super- 
vising unions The central banks, therefore, not only en- 
courage and assist the formation of such unions, but also 
contribute a portion of the cost of maintaining them In 
the Madras Presidenev , the Central Banks pay half per cent 
out of the interest recovered from societies towards the cost 
of supervision, another half being paid bv the societies 
No inspecting staff is entertained bv the central banks of 
the Punjab, Madras, and Burma 

Distribution of Profits — After the contribution to the 
reserve fund, and pay mg a fair rate of dividend, not more 
than one or two per cent above the rate of interest paid 
on deposits, a certain amount may be set apart for rebate 
on interest paid by societies and distribute it periodical!) , 
sav once in three vears, as is done bv the Provincial Bank 
in Bombaj But in no case should the directorate of a 
central bank fail to maintain an efficient inspecting staff, 
for, an) false cconom), effected in this direction with a 
view to increasing the volume of profits, is sure to react 
on the position of the bank b) the increase of overdues of 
the loans advanced to societies, as is seen to be the tendenev 
in recent years in some provinces Co-operative education 
for the secretaries of the societies, for the supervisors of 
the unions, and for the inspecting and the office staff of the 
banks, is most important for raising the efficiency of the 
workers in the movement, and thereby that of the financing 
banks themselves Co-operative education must, therefore, 
have a claim upon a share of the profits of the central 
banks 

Number of Banks m the Country — Central banks are 
established in every province, and their total number in 1929 
was nearly 500 In the Bombav Presidenc) out of the 26 
districts, 18 have each a local central bank, and one District 
vi7- , Sholapur has two central banks The other districts. 



except tho'-e in Sind, -ire served bv the branches of the 
Bomlm Provincial Co-operative Bank 


CHAPTER XLV 

CO-OPERA'l IVE FINANCE 
IV Prov men! Bank 

Its scope and junction — /Ipix Bank for India — Formation of tie 
Provincial Bank — Constitution — System of Working 
The Bomba y Provincial Bank 
Functions of the ISanl — I Xemptioi s — Sources of Capital — Share 
Capital — Debentures — Jurisdiction of the Bank — Branches of tin 
Bank — ratal TI orktng Capital — Loans to Societies — Method of 
l-aans— Terms of Maximum Credit — Loans to District Central 
Banks and Urban Ban! s — Land Improvement loans — Surpluses m 
the Bank — Constitution — Distribution of Profits — Inspecting Staff — 
Purchase and Sale Work — Drafts, Bills and Cheques 

Its Scope and Function — The establishment of Central 
Banks in the Districts is only a second stage in the co- 
operative financial structure As with the primary units, 
so with the secondary banks, it becomes necessary for them 
to combine to form a higher federation or apex bank in each 
province, known as the Provincial Bank This apex bank 
is intended to further mobilise capital bv balancing the sur- 
plus or deficiency in the capital of the Central Banks, and 
also by tapping capital from sources outside the movement, 
and thus linking up the whole organisation with the central 
money market In order to function properly, the apex 
bank should also forecast and arrange for the provincial 
requirements as a whole, and thus be the financial centre of 
ail the co-operative banks and societies m the province 
Its further and more important duty would be to maintain 

24 
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a central reserve of fluid resources, so that the centrals m 
the districts might be assured of its support, in times of 
stress and difficulty 

4 pc\ Bank for India — The Provincial Banks can also 
unite to form a larger federation for the \\ hole countri , hut 
the need for such a stage has not v ct arisen The Indian 
Committee on Co-operation in their Report (1915), suggest- 
ed the starting of a State Co-operative Ape\ Bank for 
India, specially for re-discounting co-operative paper, such 
as Promissory Notes and Bills of Exchange endorsed by 
Central Financing Agencies, but the suggestion did not 
materialise All the Provincial Banks have joined together 
in starting an Association of Provincial Banks for purposes 
of deliberation ard organising Conferences 

Formation o / the Pro~>inciai Bank — The natural grada- 
tion, in the formation of the financial structure, is for the 
primaries to form the Central Bank m each District or for 
a smaller area, and for the centrals m their turn to join 
and form the Provincial Bank But this sequence has not 
been followed m all the Provinces in India In Bombav 
and Burma, the Provincial Bank was started in 1911, long 
before anv District Central was started, and it began to 
finance the primaries in the whole province AVhen the 
District Centrals were started the area of its operation to 
finance primaries was gradually curtailed, confining the work 
of direct finance in those areas where no central banks are 
started In Madras, though the Provincial Bank was simi- 
larly started at an earlv date, it has now ceased to finance 
the societies, as the v hole prov mce is cov ered by Central 
Banks In the Punjab and Bengal, the Central Banks 
alone began to be formed and developed, and the Provincial 
at the apex was started at a later stage 

Constitution — The Provincial Banks of Bengal and the 
Punjab are purelv of the federal type, the membership of 
each of them being confined to the centrals and primary 
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(b), which limits the individual share holding of a member 
to Rs 1,000, and of Sec. 14 (1), which restricts the transfer 
of shares As a result of the removal of these restrictions, 
the members of the Bank are excluded from the privileges 
under Sec. 21, which makes shares not liable to attachment, 
and those under Sec 22, which allows a member to transfer 
his interest in the bank to a nominee In view of the sink- 
ing fund to be built by the Bank for its debentures, it is 
exempted from the operation of Sec 33 requiring one-fourth 
the profits to be carried to the reserve These sections are 
of Act II of 1912 

Sources of Capital — The Bank derives its funds from 
(1) Shares, (2) Debentures carrying a Government guarantee 
for payment of interest under certain terms mentioned 
below, (3) Deposits, and (4) Outside loans, or Cash Credit 
for temporary accommodation 

Share Capital — The shares are of the face value of Rs 50 
each, fully paid up The General Meeting has power to 
increase the share capital to any amount, not exceeaing 
Rs 50 lakhs, shares worth 15 lakhs being issued up to now, 
of which amount 12 lakhs and odd was subscribed up to the 
end of 1930 Of these shares nearly two-thirds were held 
by 808 individuals, and the rest by 1632 co-operative insti- 
tutions, namely, by Central Banks, Urban Banks and other 
societies, nearly m equal proportion Voting power was at 
one time in proportion to share holding, but now each 
member has only one vote bv the operation of the Bombay 
Act, 1925 Transfers c f shares are registered on payment 
of a fee of As 2 , 

Debentures — The del entur^Yof the Bank are secured on 
its general assets, and interest at the rate of 4 per 

cent per annum payable £ ^-yea\ly The payment of inter- 
est at this rate, until reLJ’iptionSpf debentures, is guaran- 
teed by' Government Debentures are bearer-bonds of the 
face value of Rs 1,000 ^each, and may be issued to the 



extent of three-times the paid up share capital, subject to 
a maximum of 20 lakhs The debentures have a floating' 
charge over the general assets of the Bank All deben- 
tures are redeemable within a maximum period of 41 years 
of the date of issue Under Indian Act XXI of 19x7, these 
debentures are made admissible for the investment of Trust 
Funds under Sec 20 (c) of the India Trust A.ct (II of 1882) 
Nearly eight lakhs worth of debentures are issued by the 
Bank, including two lakhs recently purchased by Govern- 
ment for assisting the land mortgage banking business 

Jurisdiction of the Bank — When the Bank was started in 
igxi, there were no District Central Banks m the Presi- 
dency Consequently, the Bank was intended to afford 
finance to the primary societies which stood in need of it 
in the whole province From 1916, District Central Banks 
began to be started, but their progress was slow till 1920 
From the latter year, many districts started Central Banks, 
and in 1923, the Bombay Central changed its name into 
the Provincial Co-operative Bank as the apex bank for the 
Presidency Nevertheless it continues to finance the pri- 
mary societies in seven districts where no Central Banks are 
started, or having been started were since cancelled as in 
Thana and Ahmednagar 

Branches of the Bank — The Bank has established 21 
branches in these districts It has also 9 other branches in 
five other districts served by Central Banks, but in areas 
which the latter are unable or unwilling to finance In all 
except two of these 30 branches, local advisory committees 
of 7 to 9 members are appointed to assist the branch 
manager in the work of the branch, including assessment of 
the credit-worthiness of the borrowing societies One or two 
members of these Committees are nominated by the Bank, 
and the rest are elected by the societies concerned These 
Branches have brought banking facilities very near the 
doors of the borrowing societies, and have tended to es- 



tablish intimate contact with them for affording prompt and 
adequate finance Powers to sanction loans ha\e recently 
been delegated to some of the local committees The Dis- 
trict Banks hate also begun to follow this example of 
establishing branches m areas served bv them 

Total Working Capital — The aggregate working capi- 
tal of the Bank in 1930, amounted to more than a crore and 
a half, including about 13 lakhs of share mone} , near!} 
eight lakhs of debenture capital, about a crore and a quarter 
of deposits, nearh 68 lakhs of which were from societies 
and Central Banks, and the rest from individuals The 
Bank has also been financing 3 land mortgage banks start- 
ed m the prot ince, out of the two lakhs of debentures pur- 
chased bv Government specifically for the purpose The 
business will later on be transferred to a Central Land Mort- 
gage Bank when started The cash credit of S lakhs ganted 
bv the Imperial Bank was discontinued since 1927, ap- 
parent!} because it was not operated upon 
Loans to Societies — The working capital derived from all 
sources, including debentures is used in financing co-opera- 
tive societies situated in the Bombav Presidency, in areas 
already indicated above The rate of interest on such ad- 
vances may not exceed 8 per cent The bank has adopted 
? discriminating rate, charging 7’ p c to societies of A 
and B class, and 8 p c to others The total amount ad- 
vanced in 1930 came to 90 lakhs 

Method oj Loans — The usual procedure is at the com- 
mencement of every season to sanction credit limits, within 
which loans can be drawn as required from time to time 
No credit is granted without the sanction of the Registrar 
The period of the actual loans may not exceed 10 years, but 
the Bank has poyyer to renevy such loans, if so desired fot 
a further period of jo )ears This long period is alloyved 
generally in the case of debt redemption loans, for current 
agricultural purposes the period of repayment is one to three 
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vears AH applications for credits should be made in the 
prescribed form, accompanied bj a statement of Normal 
Credit and that of the assets of the members, on the basis 
of which the Bank sanctions the maximum credit within 
which the society may draw from time to time No bor- 
rowing- society is required to take more than one share of 
the Bank 

Tenns of Maximum Credit — The terms on which maxi- 
mum ci edit is sanctioned to rural societies are as follows — 

(1) Forecasts of loan requirements and programme of 
repayments to be submitted in advance 

(2) Withdrawals to be made on one week’s notice, though 
this condition is generally waived, the Bank retains 
power to refuse loans under exceptional circumstances 

(3) The limit of maximum credit to be revised bj the 
Bank annually 

(q) Loans are to be repaid within definite periods, 1 e 

(a) Four months for land revenue and irrigation dues 

(b) One year Seed, manure, and other current agri- 
cultural expenses and petty trade 

(c) Two years purchase of bullocks, sugarcane planta- 
tion, minor land improvements, ceremonial expenses, 
etc 

(d) Three years for garden crops 

(5) Interest to be debited once a jear on March 31st or 
other suitable date, at the rate fixed 

(6) Loans to be secured by demand promissorv notes as 
well as b3 r supplementary bonds 

Loans to District Central Banks and Urban Banks — 
There are 19 Central Banks in the Presidencj Of these 
the 6 in Sind deal with the Central at Karachi as their apex 
bank Of the remaining 13, many have sufficient funds, and 
few borrow regularly from the Provincial All, however, 
make arrangements for cash credit or overdraft Over- 
drafts against Government securities are charged 1 p c 



o\er the Bank rate, while fixed loans are allowed at the 
usual rate, and those against their own fixed deposits are 
charged r p c over the deposit rate Urban Banks are 
also allowed to draw or borrow on the same terms 

The total amount of maximum credit allowed bv the 
Bank to District Central Banks is Rs 13* lakhs, out of 
which Rs 3 13 lakhs were drawn The total amount of 
cash credit against general assets, Government Securities 
and Tixed Deposits sanctioned to these Central Banks in 
the jear was Rs 15 48 lakhs, out of which Rs 3 34 lakhs 
were drawn Overdraft of Rs 7 16 lakhs was sanctioned to 
19 L/rban Banks against Government Securities, Fixed De- 
posits, etc , out of winch Rs 1 69 lakhs were drawn Cash 
Credit was allowed to 13 Urban Banks against general as- 
sets, for fluid resource and for facilitating exchange busi- 
ness Out of Rs 2 19 lakhs sanctioned for this purpose, 
Rs x 04 lakhs were drawn Rs 23,000 were advanced to 
an urban bank against agricultural produce 

Land Improvement Loans — Tagai loans b) Government 
under the Land Improvement Loans Vet to members of 
societies are made through the Provincial Bank, the total 
amount sanctioned ever, >ear for the purpose being placed 
with the Bank for distribution on the sanction of the Regis- 
trar On advances made out of these amounts, the Bank 
pavs 5’ p c to Government and charges 5f p c to Cen- 
tral Banks for loans to their affiliated societies, and 6 p c 
to societies borrowing direct from the Bank Interest at 
6J p c is charged to individual borrowers A sum of 
Rs 5,48,000 was advanced under this head up to end of 
March X930 No maximum is prescribed for the amount of 
a loan under this head, but that for the period of the loan 
is 10 vears 

Surpluses in the Bank — IV hen the Bank has anj idle sur- 
plus in its hands, it is parti} invested in Government Securi- 
ties, and partlv as deposits in approved joint-stock banks, 


total of the sinking fund in 3930 amounted to nearlv 
Rs 3,69,000 

In addition to the sinking fund, the Directors ha\ e power 
to carrj such portion of the profits as the} think fit to re- 
serve or to the Bad and Doubtful Debts account The total 
of these funds amounted to Rs 1,30,000 in 1930 

The second charge on the profits is the dividend If the 
net profits earned are more than sufficient to paj a dividend 
of 6 per cent , one half of the excess is av ailable for distribu- 
tion to shareholders, while the other half is distributable 
m the form of a rebate to societies which have borrowed 
loans from the Bank during that period, the rebate being 
distributed triennial!} in proportion to the interest paid bv 
tnem to the Bank The bank has paid an annual dividend of 
6 per cent to shareholders from the commencement, which 
was gradualh raised to 6i, 7, and 7^, and since 1926 to 
8 per cent 

Inspecting Stafj — When the Bank was started Govern- 
ment lent the services of three officers designated as 'tpfCial 
Mamlatdars to inquire into applications for loans bv 

societies and to value the ir assets When guaranteeing 
unions began to oe started, these bodies were expected to 
do the work of inspection From 1921, the Bank began to 
have its own field staff, and there are now 30 inspectors 
engaged b> the Bank, including one Special Mamlatdar 
and his two assistants for the Bhil tract in Dohad in Guje- 
rat The inspecting staff also assists the Co-operative In- 
stitute and its branches in the conduct of the co-operative 
classes for Secretaries and Committee-men 

Purchase and Sale -work — One of the important activities 
of the Bank is the direct and indirect assistance gn en in the 
work of agricultural purchase and sale through its branches 
In some centres the work has been later taken over bv 
independent Purchase and Sale Unions, separateh regis- 
tered, e g in West Khandesh, Ntra Canal, Kolhapur for 
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CHAPTER XLVr 

CO-OPERATIVE FINANCE 
Its Problems 

Place of the Money-lender — Small extent af field covered In Co ope- 
ration — Want of prompt Finance — Inadequacy of Finance — Prior 
Debts — Agriculturists grade still in prrvate hands — Surplus Funds 
-inth Co operative Banks — Facilities for the Mo- cnitnt of Finance — 
Overdoes o j Loans and their causes — II cal' economic position of 
Igricultunsts — Case of Backward People— Areas oj Chronic Bad 
Seasons — Load oj Prior Debts — Disorganised Igncuttural Trade — 
Internal Causes of Recalcitrancy of borrowers or slackness of Con 
nuttees — Unproducir e Purposes 

Place of the Monet -lender — The first question that con- 
fronts co-operative finance is — what is its relation to the 
money-lender, does it propose to displace him 5 The answer 
would be that co-opt rates e finance is not intended to dis- 
place him so much as Ins usvn If he adopts a fair rate 
of interest, he has ev cry chance of continuing as an inte- 
gral part of the rural economy , and ma\ ev en 30m hands 
v ith the Co-operative Movement with advantage to both, 
as has been the case in some places \t present, the co- 
ooerative movement, for the reasons set out below, occupies 
comparatively a weaker position to offer an effective chal- 
lenge to its rival the monev-lender 

Small extent of field covered In Co-operation — Firstly, 
the movement has not vet gained sufficient ground m the 
country In the Bombay Presidency only 20 4 p c of the 
villages have got co-operative societies up to novv, and if 
we refer to the whole country, out of nearly seven lakhs 
of villages less than a lakh or 14 p c of them onlv have 
been served bv co-operative societies There has been a 
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setback in the increase of the number of previous years 
and with the present slow pace it might take more than a 
century to cover the whole ground The Co-operative De- 
partment in most provinces is bus} taking stock of the pre- 
vious work, and devising measures for consolidating the 
position, and does not show a disposition for rapid expan- 
sion But to relegate even favourable tracts for future 
consideration would not be quite consistent with caution 
The refusal of Government to increase the staff to cope with 
the increase of work as a result of expansion, is largel} 
responsible for the situation It may, however, be stated 
that wherever a credit society has successfully worked, it 
has brought down the local mone} -lender’s rate of interest, 
but whether he makes this up by other methods deserves to 
be investigated 

Want of pi ompt finance —Secondly, the existing societies 
have not been able to afford prompt finance The money- 
lender’s finance has continued to be attractive because it is 
prompt. The society’s finance is delayed because it is pre- 
ceded by a written application, two sureties, and considera- 
tion by the Committee, and time to get the amount from 
the Central Bank There is some improvement in the last 
cause of delay since the central banks in Bombay commenc- 
ed opening branches, but the pace requires to be accelerated 
till all or most taluka centres are served by branches The 
delay due to other causes has also been lessened by bringing 
the societies under supervising unions and by the adoption 
of the system of normal credit statements, but it cannot be 
avoided altogether The money-lender’s credit and co- 
operative credit differ fundamentally in their methods The 
latter is regulated and controlled credit, and control is gene- 
rally unsavoury It is b} persistent education and careful 
supervision of the Supervising Unions that members of 
societies will have to learn the value of disciplined and con- 
trolled finance So long as these principles are not under- 



'SSS 


stood and appreciated, the money-lender will continue to 
hold the field 

Inadequacy of finance — The third drawback of eo-opera- 
ti\e imancc is its inadequacy It arises from \anous 
causes (t) Want of proper forecasting the requirements, 
or unexpected contingencies happening after the forecast, 
the normal credit statements being based on normal condi- 
tions make no prousion for such eventualities The diffi- 
culty can be overcome by the Central Bank engaging a 
competent staff of inspectors and by enforcing their prompt 
visits to certify legitimate additional demands {2) Demand 
for fresh finance when the previous loan has remained in 
arrears by reason of unforeseen disaster, such as scarcity, 
adyersity, pest or pestilence This is a question of latitude 
yvhich the Central Banks haye begun to exercise, but a 
definite policy has not yet been adopted (3) Requirements 
of certain members, such as large holders, being abote 
the bye-layy limit, are not met The Registrar in Bombay 
has commenced sanctioning special limits m such cases 
Whether a separate society should be started in each taluk a 
for the big holders of all the \illages comprised in it is 
a question which deserves consideration (4) Loans for 
domestic ceremonials This is a complicated question 
Though the ourposes art unproductiv e, the villagers look 
upon them as more obligatory than their agricultural needs 
Societies are, therefore, alloyved to sanction such p loan 
if the borrower is in a position to repay it, but at the sacri- 
fice of the co-operative principle, which requires loans to 
be advanced only for productive purposes The difficulty 
can only be overcome by general education, enlightened 
public opinion and by the inculcation of the principles of 
thrift, all of which require time and perseverance 

Prior Debts — The fourth drawback of co-operative 
linance is that it has not liquidated the old debts of the 
members who are merely financed for their current agncul- 



tural purposes Those who earn, the load of such debts 
are, therefore, obliged to serve two masters — the society and 
their money-lender No doubt, a beginning has been made 
in the direction of organmng a machinery for the clearance 
of such debts by the establishment of land mortgage banks 
But it is still an experiment, and it will take a long time 
before it can hope to tackle the problem of old debts on am 
large scale Meanwhile, some well-established societies arc 
also allowed to liquidate old debts of manageable magni- 
tude capable of repayment within ten years This process, 
too, for obvious reasons must be slow, for large amounts 
cannot be made available for such purposes out of short 
term deposits The anomalous position will, therefore, re- 
main for a long time to come 

Agriculturists’ Trade still in private hands — The fifth and 
the most important drawback is that the trade of the agri- 
culturists m respect of supply and sale is still largely in 
the hands of the money-lenders The societies in our coun- 
try are for the single purpose of credit, unlike those in Ger- 
many, where the movement made vast progress because it 
tackled both credit and the trade of the agriculturists simul- 
taneously This is another reason why the farmer is obliged 
to serve two agencies — the money-lender for his trade and 
the society for credit — with the result of undermining his 
loyalty to the latter No doubt, a beginning is made to 
bring the agriculturist’s trade under co-operation, but the 
pace is very tardy, and unless it is accelerated, co-operati\e 
finance will continue to labour under a severe handicap 
Surplus Funds with Co-operative Banks — It is a para- 
doxical position of co-operative finance that while on tbL 
one hand there is a complaint that agriculturists are inade- 
quately financed, on the other the Provincial and Central 
Banks, in many provinces including the Bombay Presidency, 
should apparently be burdened with surplus funds having 
to invest them outside These surpluses have accumulated 
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mainl) because the expansion of the movement has failed 
to keep pace with the expansion of the Banks’ funds If, 
however, all the Banks were conjoint!} to launch a wide 
scheme of co-operative trade for the benefit of the agricul- 
turists, not merely by temporary advances to tide over a 
period of slump, but by enabling the produce to reach the 
central market, much of the surplus is sure to find a re- 
munerative investment It maj be observed that even the 
primar} societies in Italy and German} have accumulated 
large surpluses, which helped them not only to be inde- 
pendent of outside capital, but have enabled them to build 
a strong co-operative trade and even to undertake the work 
of manufacturing agricultural requirements 
Facilities for the Movement of Finance — The main 
feature of modern banking is the adoption of various de- 
vices for the movement of finance without handling the 
cash, by means of cheques, drafts, bills of trade and hundis 
and promissor} notes No doubt, a wider use of cheques 
has been facilitated b} the abolition of stamp duty thereon, 
but unless Government allows a free and liberal use of 
R f Rs , 1 e remittance transfer receipts, through Govern- 
ment Treasuries, and introduces the system of postal drafts 
in favour of the co-operative movement, as is done in many 
European countries, notably in Germany, co-operative banks 
will not be able to mobilise trade bills and cheques to the 
extent the} are capable of Arrangements must also be 
made for discounting promissor} notes of co-operative soci- 
eties endorsed by central banks, or for granting cash credit 
or overdraft on the securit} of such notes through the 
agency of the Imperial Bank The growth of co-operative 
banking will be much hampered unless a liberal policy is 
adopted favouring its all-sided growth Co-operative Banks 
in European Countries invest their funds in loans repre- 
sented b> bills and pro-notes and other negotiable instru- 
ments, which can at anv time be realised in the open market 
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Private banks in India have not jet recognised the 
value of co-operative paper It is, therefore, quite essential 
that Government, which has organised the co-operative 
movement should take the step of inducing the Imperial 
Bank to give similar recognition to co-operative paper en- 
dorsed by central banks, for without such a step, co-opera- 
tive finance is likely to receive a serious set-back in the 
future when the movement begins to expand in its attempt 
to bring agricultural trade under its control 

Overdues of Loans and their causes — In no other country 
is co-operative finance confronted with so many complex 
problems as in India The problems are further compli- 
cated by the stumbling block of overdues to be met with in 
all the provinces and arising from a variety of causes, 
though they may not be identical in all cases The) may 
be summarised as follows — 

Weak Economic Position of Agriculturists — In the first 
place, co-operative finance has virtually assumed the form 
of agricultural finance by reason of tne fact that more than 
three-fourths of the country’s population are engaged in 
that industry The majority of these farmers cultivate 
small plots of land, often scattered and fragmented, yield- 
ing scarcely sufficient income to maintain themselves No 
subsidiary industries occupy their spare time and add to 
their income Yet these farmers stand in no less a need of 
finance to carry on their occupation than their more sub- 
stantial brethren, and it is still an open question how far 
credit facilities alone unaccompanied by other remedial 
measures will improve their lot, without adding to the dead 
weight of overdues 

Casa of Backward People — Then again, there are the 
people known as backward or aboriginal classes, who have 
recently come within the pale of civilization, and who can- 
not therefore be helped with co-operative finance without 
some protective measures to be adopted with the help of 

26 
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Government, and even then without adding to the figures of 
overdues 

4 reas of Chrome Bad Seasons — Thirdly there are those 
areas over which nature herself is constant!} frowning, 
visiting them with chronic bad seasons, ravages of pests 
among the crops, of pestilence among the cattle, and epi- 
demics among the people The loans advanced m such 
areas will generally fall in arrears At the same time, total 
denial of further finance in such cases would be a more 
dangerous course The previous loans require to be care- 
fully nursed by the grant of easy instalments Cases of 
overfinance, due to grant of loans beyond reasonable re- 
quirements, also similarly deserve to be nursed They 
mostly occurred before the systematic introduction of nor- 
mal credit statements, and arc likely to be prevented in 
future by the wider use of such statements 

Load of Prior Debts — Then there are the prior debts in 
the case of most of the agriculturists, with the result that 
the creditors carry away the produce of the debtors, leaving 
in the lurch the co-operative societies who financed them 
Liquidation of the old debts is engaging the attention of 
the movement, but the process for various reasons will be 
slow 

Disorganised Agricultural Irade — Another cause which 
is adversely operating on the farmers is the disorganised 
condition of their agricultural trade, partly because it is 
conducted through unco-operative agencies like savkars or 
dalals (money-lenders or agents), and partly on account of 
the violent fluctuations of prices in the market No effec- 
tive and comprehensive measures are yet adopted to bring 
agricultural trade under co-operative control, and mean- 
while the overdue 1- will mount up 

Internal causes of Recalcitrancy of borrowers or slackness 
of Committees — There are again the internal causes which 
are no less responsible for overdues, such as the presence of 
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undesirable members, recalcitrancy of the borrowers, and 
slackness on the part of Committee members The first is 
due to the indiscriminate admission of members, either at 
the start or subsequently, and is largely the legacj of 
defective formation of societies in the earlier days of the 
movement Recalcitrancy, though deserves to be met b\ 
a prompt step for recovery, yet the tendency itself should 
be removed if brought about b> a suspicion that further 
loans will be denied during partial failure of crops or other 
calamities The slackness of Committee members, if due 
to indolence, can be remedied by overhauling and revivify- 
ing the management, but it deserves a more severe handl- 
ing if it js due to the defaults of loans taken by Committee 
members themselves 

Unproductive Purposes — Lastly there is the cause of 
borrowing for unproductive purposes leading sooner or later 
to defaults Vices in the case of villagers are rarer than 
in that of the working classes in towns Litigation at 
times takes a toll of the villagers’ earnings But the uni- 
versal cause arises from the rigid observance of social and 
religious ceremonials and rituals, considered to be obliga- 
tory by the unwritten law of heredity and custom, and the 
irresistible fear of social degradation if expenditure on a 
certain accepted scale be not incurred, whether means permit 
or not The Indian farmer can never be accused of being 
a spend-thrift, yet he scarcely gives a thought to thrift as 
is understood in Western Countries He is uncommonly 
generous on ceremonial occasions, and even on ordinary 
occasions he is afraid of being considered ungenerous No 
beggar need fear to be turned away from his door even on a 
day he has not enough for his own full meal During the 
harvest season the professional beggars, who form the pest 
of the country, come in swarms, and take away a good 
slice of the crop On ceremonial occasions he would 
tremble at the idea of even courting their frown Thus, 

26 * 
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superstition nursed by ignorance and illiteracy is the real 
disturbing cause of rural economy, and the rcmed\ lies in 
the spread of general culture b\ means of adult education 


CHAPTER XLVII 

THE PRINCIPLES OF ORGANIZYTION 

Economic relief to be the basis — Common interests — Area of opera 
tion — Honest j and Industry — Financial Position — Initial Capital — 
Sufficient Trade for a Trade Socict\ — RchabU. men for Committee — 
Propaganda — Training of the Secrctar — Knod ledge of Co-opcra- 
tr c Principles and practice — Moral Aspect of Co-operation — 
Society not a Government concern — Touch dith the Financing 
Bank — Supemsion of the Soctety — Collection of Capital — Instruc- 
tions to the would-be Commtttce — Explaining the det Rules and 
Bye-Laws — Preparation of the ground before Registration— Applt 
cation for Registration — Procedure after Registration — Organtsa- 
tion and Education must vest in the same bodx—hced of paid 
staff for organising work 

Economic relief to be the basis — The organization of a 
society is the process of bringing it into existence This 
process will depend upon the nature of tlic societi to be 
started Since a co-operatne society is intended to afford 
economic relief, the first thing the organiser has to ascer- 
tain is, whether the economic condition of the people for 
whom the socieU is to be started justifies its organization 
If the people are paying usurious rates of interest on loans 
borrowed by them, the\ stand m need of a credit society, 
as is the case with the generality of agriculturists If they 
are paying exorbitant pnees on the purchase of the neces- 
sities of life, it is the store that is required, and so on 

Common interests — The organiser should next ascertain 
if there are common interests to bind together the persons 
■or most of them to be benefited b\ the society , such as those 
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following the same occupation like agriculture, or some 
craft or trade, or belonging to the same caste or creed, or 
serving in the same office or works 

4rea of operation — In the case of a rural credit society , 
tne area should not ordinarily exceed that of a single village, 
so that the members may be well acquainted with each 
other and be m a position to exercise an effective mutual 
control The limit to the number of members in this case 
should also be fixed, say, at 50 or so In some provinces, 
the average number of members in a rural credit society 
does not exceed 40 The area and the number of members 
do not, however, form important factors in the case of other 
kinds of societies 

Honesty and Industry — The organiser should then satisfy 
himself about the general reputation of the people, their 
honesty and industry, the two essentials being- necessary 
m the case of a credit society 

Financial Position — Another factor to be ascertained in 
the case of a credit society is, whether the financial position 
of the would-be members is not so embarrassed as to make 
their extrication by loans hopeless 

Initial Capital — After satisfying himself about the exist- 
ence of tire above conditions, the organiser should next 
ascertain whether the people concerned can raise some initial 
capital by means of shares or by deposits, the latter course 
being followed in the case of rural credit societies not based 
on the share system 

Sufficient Trade for a Trade Society — If the proposed 
society is for sale or purchase, it should be ascertained 
whether a sufficient amount of trade can be brought under 
its control In the qase of such a society, if a single village 
will not be able to furnish enough trade, a number of neigh- 
bouring villages will have to be brought under it The area 
of a Union, where it exists, might afford sufficient scope 
for such a society 
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Reliable men for Committee — The next important fact to 
be ascertained, especially in the case of a rural society, is 
whether there are reliable men available from among the 
would-be members to take up the office of the Chairman and 
the Secretarj , and to form a committee of management The 
Secretary must have enough education to be in a position 
to maintain the accounts and the books of the societ}, and 
the Chairman should be able at least to read and write to 
enable him to keep control over the affairs of the society 
and ov er the w ork of the Secretary 

Propaganda — The above are the main elements which 
are essential for the success of a society , and having satis- 
fied himself about them, the organiser should next cam 
on some propaganda in the village or the place concerned, 
b\ talks, lectures, and, if possible, by magic lantern shows 
explaining the principles, objects and the advantages of the 
proposed societ}, and the concessions given under the Act 
and b} administrative orders and the object of such con- 
cessions 

Training of the Secretary — The Secretarv should be ask- 
ed to attend at the earliest possible opportunity a co-opera- 
tive class organised b) the Co-operative Institute, to obtain 
sufficient training in accounts and his other work 

Knowledge of Co-operative Principles and Practice — In 
some places, too much emphasis is laid on the learning of 
the “Ten Main Points” of credit co-operation But this 
is not enough The members should be made to grasp the 
principles underlying those ten points, and the methods of 
bringing those principles into practice 

Moral Aspect of Co-operation — One important point to 
be impressed upon the members is the moral aspect of the 
co-operative movement The members must be made to 
understand that a Co-operative Societ} is meant, not so 
much for obtaining loans at cheap rates of interest, or for 
transacting an} other business on advantageous terms, 
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as for the promotion of the moral and social well-being of 
the members, who are therefore expected to serve each other 
in promoting thrift and providence, and in making them m 
every way better men than before Members must also be 
made to understand the difference between the methods of 
business of the Savkar and of the society , and why the 
apparent facilities afforded by the former are really tempta- 
tions in their way to make them perpetually subservient to 
him, and why the restrictions placed by the society are 
meant for their ulterior emancipation 

Society not a Govt concern — Members of many rural 
societies are under the impression that their society is a 
concern run by Government foi helping them with cheap 
loans The members of every prospective society should, 
therefore, be made to understand that the society is not a 
Government concern, that self-help is its underlying prin- 
ciple, and that its success must depend on thur own exer- 
tions 

Touch with the Financing Bank — The Financing bank, 
the District Central or the Provincial, as the case may be, 
within whose jurisdiction the society is to be started, should 
be informed of the prospect of forming a society , so that 
it may send over its Inspector to assist in the final stage of 
organization 

Supei vision of the Society — If the proposed society falls 
within the area of a Supervising Union, the work of organi- 
zation as well as of supervision will be carried on primarily 
by the Union Supervisor If not, the Organiser should 
undertake or devise steps for the supervision of the Society 
after it is formed 

Collection of Capital — The next step to be taken is to 
collect the initial capital promised by the members, either in 
lump or by instalments, as may be convenient Temporary 
receipts should be given to those who pay the amounts 
The collections, immediately after they are made, should 
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be deposited in a Bank and should not be allowed to he 
in any one’s hands 

Instructions to the r voald-bc committee — The organiser 
should next get together about a dozen picked men, includ- 
ing the members of the proposed managing committee, and 
give them detailed instructions regarding the management 
of the society It is most important that these original 
members should be carefully selected For it is they who 
choose future members and set the standard of the Society 
Care should, therefore, be taken to exclude persons of 
doubtful character 

Explaining the Act, Rules and Bye-lasus — Having prepar- 
ed the ground so far, the organiser should explain the main 
provisions of the Co-operative Act, of the rules framed 
thereunder, and the bye-laws of the proposed society The 
Registrar has prepared model bye-laws for different types 
of societies and published them as leaflets with an introduc- 
tory note on each Copies of them can be obtained from 
the office of die Registrar, the Assistant Registrar and of 
the Institute and its branches 
Preparation of the ground before Registration — Too 
much emphasis cannot be laid on the proper preparation of 
the ground before the papers are sent up for registration 
Most of the defects to be found m the present movement are 
due to defectn e or hasty organization in the earlier y ears 
Application for Registration — After making the neces- 
sary modifications* in the model to suit local conditions and 
filling in the blanks left for inserting the rates of interest, 
etc , the organiser should get 4 copies of the bye-laws and 
two application forms signed by at least ten of the original 
members, and forward three of the former, (See Rule 2 
framed under the Bombav Co-operative Societies’ Act ATI 

* Where the modifications or the changes made in the model are 
too many and too sweeping it would be advisable to consult the 
Registrar in advance regarding them 
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of 1925) and one of the latter to the Registrar through the 
Assistant Registrar concerned The remaining copy of the 
bye-laws and the application form should be retained as 
office copies 

Procedure ajter Registration — After the registration of 
the society, the Registrar sends back one copy of the bye- 
laws under his office seal and signature, and the certificate 
of registration The signatories who form the first mem- 
bers of the society should hold a meeting which has all the 
powers of an annual general meeting Care must, there- 
fore, be taken that at this meeting, as in the case of all 
other general meetings, there is a quorum prescribed under 
the bve-laws The first act of the meeting is to adopt the 
bye-laws received from the Registrar, which then form 
the binding bve-laws of the society, (See rule 5 of the Bom- 
bay Act) The meeting should then proceed with the busi- 
ness prescribed to be transacted at the annual general 
meeting under the bye-laws 

Organization and education must vest in the same body — 
The work of organization in most of the provinces in this 
country is done by the officers of the Co-operative Depart- 
ment The financing banks and the Supervising Unions, 
where the latter exist, have also been authorised to assist 
in the organization of credit societies within the areas of 
their operation In the Bombay Presidency the work is being 
done by a body of workers known as Honorary Organis- 
ers, appointed by the Department, which pays the travelling 
allowance and daily expenses, within a certain limit The 
Committee on Co-operation has laid down (Page 19 of the 
Report) that the Registrar should register no society, un- 
less he is satisfied that the proposed members have really 
assimilated the principles of co-operation In other words, 
the work of co-operative education and that of organization 
must be in the same hands At present the former is being 
done by the Co-operative Institute, the latter must also be 
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assigned to that bodv by handing o\er to it the funds spent 
on Honoran Organisers It will then be m a position to ap- 
point paid officers to do both the work of organization and 
education through a well organised agenc\, gradually elimi- 
nating the Honorary Organisers It may be noted that this 
proposition is borne out b} the report of the Royal Com- 
mission on Agriculture (Page 451), which forms the latest 
pronouncement on the subject, with this difference that the 
Commission recommends that the paid staff should be placed 
under the Registrar, for the simple reason, that the work 
of co-operative education is carried on in many provinces 
by the Department, while we urge that it should be placed 
under the Co-operative Institute, which m this Presidency 
is earning on the work of education 
Need of paid staff for organising work — There is another 
important reason win a paid staff should be appointed to 
carry on the work of organization At present, the Honoran 
Organisers organise credit societies onl\ There is a cry - 
mg need in the movement for the organization of non-credit 
societies of \anous types This work can only be entrusted 
to men specially trained for that work, and this would only 
be possible if paid men were engaged, as thet can be ap- 
pointed after they acquire the necessary qualification by 
being trained in the line It ma\ , therefore, be hoped that 
the work of organization will be soon s\stematised m the 
manner indicated here 
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CHAPTER XLVIII 

THE MANAGEMENT OF A SOCIETY 

• 

The Uuo organs of flic .Society — The Committee and Officers — 
Objects not to be transgressed — Amendment of Bye-Lams — General 
Meetings — Committee Meetings and Business — The Minute Boohs — 
Gratuitous Administration — Balance Sheet — Points to be noted in 
Credit Societies — Edticatioi 

As in the case of organiaatton, the management of a 
society \anes according to the type But the mam prin- 
ciples, which are common to all or to most of them, are 
indicated here 

The two organs of the Society — The two organs of a 
society are the General Meeting of all the members, and 
the Managing Committee of a small select number of mem- 
bers appointed by the General Meeting The societies in 
India do not appoint a Supervising Council as in Europe 
In Central Banks and bigger societies, the Managing Com- 
mittee is known as the Board of Directors The number of 
Committee members generally' varies from 7 to 12, accord- 
ing to the size of the society In the rural societies, the 
w'hole Committee retires at the end of the year, and in 
some, especially the urban societies, half or one-third, 
retires by rotation, the retiring members being eligible for 
re-election Though the Committee is directly responsible 
for management, the general meeting, which elects the 
Committee, bears the responsibility for management in- 
directly It is, therefore, essential that every' member of 
the society should make it a point to attend the general 
meeting and exercise his best discretion in electing the 
Committee members The selection should be based on 
grounds of competency only The responsibility does not 
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the ( ujoritv After it is carried by the meeting, the amend- 
ment should be forwarded to the Registrar for sanction to- 
gether with the above information and a copv of the resolu- 
tion The amended bye-law takes effeet onh after the 
sanction of the Registrar is received 

General Meeting r — Notice of general meetings should be 
given m time so that it may reach the members within the 
time prescribed bv the bye-laws, and it should state the 
date, hour and place of the meeting and the business to be 
transacted The fact that a notice, after it is posted, does 
not reach any particular member, does not vitiate the pro- 
ceedings of the meeting There must be a quorum before 
the proceedings commence, except when making a motion 
for adjournment for want of a quorum The by e-laws ot 
some societies provide that a general meeting, proceeding 
with its business with an initial quorum, may transact busi- 
ness even after the discovery of a want of quorum later on bv 
reason of any members leaving the meeting The proceed- 
ings must commence with the appointment of the Chairman 
as provided in the bye-laws The notice of the meeting must 
be read by the Secretary , either before or after the appoint- 
ment of the Chairman The minutes of the previous meet- 
ing arc then to be read and confirmed If the minutes of 
the previous meeting were written at the meeting itself and 
rend out and signed bv the Chairman, they need not be 
confirmed at the subsequent meeting It is safer to follow 
this procedure in the case of rural societies The regular 
business goes on thereafter as stated in the bye-laws The 
bye-laws of almost all societies provide that business, not 
notified m the notice, may be transacted with the consent 
of two-tlurds of the members present, if it does not affect 
rates of interest or suggest changes in the bye-laws How- 
ever, business of a serious nature, or affecting the financial 
position of the society, or removal of a member, should not 
be allowed to be so introduced without notice This libertv of 
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introducing' business not mentioned in the notice does not ap- 
ply to special general meetings or to adjourned meetings 

The detailed procedure of meetings is not laid down in 
the bye-laws, and must, therefore, depend upon the general 
knowledge of such procedure and the discretion of the Chair- 
man 

Committee Meetings und Business — No meeting of the 
Managing Committee can transact business unless there is 
a quorum The rule of adjourning a meeting for want of 
a quorum, and transacting the business at the adjourned 
meeting, though there be no quorum, does not apply to 
committee meetings If a committee transacts business 
beyond its powers, or beyond the objects of the societi, 
the members of the Committee render themselves personally 
liable for any loss accruing therefrom- The Committee 
should secure the economical working of the society ’s 
business, and safeguard the society against all risks No 
funds of the society should be allowed to he idle m the 
hands of any member, be he an officer or otherwise The 
Committee should see that the Cash Book is written from 
day to day and the other books are kept up to date It 
should also examine the balance at every meeting These 
precautions on behalf of the committee are more necessary 
in the case of rural than urban societies, as this essential 
duty is likely to be neglected by the Secretary Indifference 
of Committee members is likely to lead to mismanagement, 
and even mishandling of funds 

The Minute Boohs — The minutes of the Committee meet- 
ing should be written at the meeting itself, and should be 
read out and signed by the Chairman and two members 
present The minutes of the general meetings may also be 
read and confirmed at the very meeting If they are not, 
they must be confirmed at the next general meeting The 
minutes whether of Committee or of General Meetings 
should contain the names of the members present 
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Gratuitous, Administration — Except the Secretary, who 
may be paid some remuneration for the clerical work done 
by him, the administration of a society should be honorary, 
as in the case of similar societies in Europe and \menca 
The cardinal principle of Raiffeisen banks is absolute 
gratuitousness of administration The Italian Savings 
Banks are managed by Committees of trustees, who not 
merely give their services gratuitously, but run all the risks 
of loss, and subscribe a guarantee fund without a penny 
of remuneration , the foundation principle of the great Eng- 
lish Trustee Savings Banks is similar, in America, the 
Building Societies, of the smaller type, are managed even 
to a large share of account and clerical work, by unpaid 
directors Wherever the true co-operative principle is 
found, there is to be found gratuitous or nearly gratuitous 
management It is not merely a question of economy, but 
of radical principle 

Balance Sheet — The Annual Statements of accounts 
should be prepared carefully and in time, and only profits 
actually earned 'should be taken into account In urban 
societies it is usual to take into account interest which is 
due but not overdue for more than six months In rural 
credit societies there is no question of dividend except where 
the share system is adopted, and in urban societies the 
dividend should be fixed as low as possible 

Points to be noted m Credit Societies — In the case of 
credit societies, which form the bulk in our country, ad- 
mission of members to the society must be carefully scruti- 
nised by the Committee In the case of non-credit societies 
admission to membership may be given to any person who 
undertakes to abide by the rules But in the case of credit 
societies, personal character should form the test for ad- 
mission, and if it is a rural credit society, mutual acquaint- 
ance and knowledge of circumstances is essential, and the 
membership should be confined to a small local area Inter- 



est on loans to members is fist cl bt tin general meeting, 
and the temptation to lower it beyond a reasonable limit, 
say Rs 9-6-0 per cent per innum, should be resisted until 
a strong reserve is built Deposits to be received should b( 
properh regulated, so that the society mat hate sufficient 
funds when the time of repayment arrites The rate of 
interest on them must be tvell rrgul ited, so as to leate 1 
good margin of profit In the ease of rtirtl eredit socictie-, 
the statements of tssets ind of normal credits of the mem- 
bers should be carefully prepared I o ins should be ad- 
vanced on the basis of these statements, and the period of 
repat ment should be such as to enable the borrowing mem- 
bers to repat out of the produce of the fields Punctuality 
m repayment should be strictly insisted upon, and the 
Committee members themselves should set a good example 
in this respect Extensions mat be allowed where crops 
have failed or real distress exists, but unauthorised over- 
dues should be promptly referred to arbitration, if persua- 
sion and moral force have failed to hate the desired effect 
Education — Every society should see that its ofiiceis, 
especially the Secretary, bate been properly trained in co- 
operative principles, and should not grudge the necessary 
expenditure for this purpose Efiorts should also be made 
to have a class for adult education, especially in places 
where it is difficult to find literate members to serve on the 
Committee A share of society’s profits to the full extent 
dlotved by the \ct mat well be spent on this object, instead 
of being frittered atvay on charities of doubtful utility Ibis 
work can be more appropriately taken in hand bv a Super- 
vising Union, wherever it exists 
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PRINCIPLES OF SUPERVISION IN EUROPEAN 
COUNTRIES 

Necessity of Supervision — Tlte Council of Supervision in German 
Societies — Duties of the Council — The Italian Board of Concilia- 
tion — External Supervision or Inspection bv Tjntons — Inspection 
differentiated from Audit — Inspector's work — Inspection of Rural 
Banks — Qualification of Inspectors — Control of Societies b\ Go,- 
ernrnent and by Unton 

Necessity of Supervision — It is a universal rule in the 
case of all societies in Europe and America, dealing with 
thrift, providence and credit of the masses, that they should 
be assisted and hedged in with all sorts of safeguards sup- 
posed to be unnecessary in the case of ordinary trading 
companies Such safeguards are more necessary in the 
case of societies started for poor and ignorant people in 
villages than in the case of the towns folk The most es- 
sential safeguard is supervision, which in the case of 
European Societies is both internal and continuous, and 
external or periodical The former is exercised b\ the 
Council of Supervision, appointed by ever) society in the 
general meeting from among its members. The external 
supervision is exercised by the Inspector of the Union of 
the Societies, and is quite different from the inspection, 
which in some Presidencies is being only partially done by 
the Inspector of the Financing or Central Bank, the former 
being more exacting, thorough and svstematic than is the 
case in India 

rite Council of Supervision in German Societies — The 
Council of Supetv rsion controls the work of the society and 
also does the work of internal or continuous audit of its 
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accounts The Executive or Managing Committee consists 
generalh of three Directors, and is controlled in all their 
work by the Council of Supervision The German Law 
prescribes the appointment of such a Council both in the 
case of rural and urban Co-operativ e Banks, and e\ en in the 
case of commercial banks The members of the Council 
are not allowed to have am pecuniary interest in the results 
of the society's operations, and cannot delegate their 
powers, on the other hand, no director can get an advance 
or stand surety for an advance without the express consent 
of the Council The Council may temporarily suspend any 
director pending a general meeting, which should at once be 
conv ened, and in the meanwhile, the Council must take steps 
for the conduct of the business The members of the Coun- 
cil are bound to act as honest men of business, and are 
equally liable with the directors to severe criminal penalties 
in cases of lapses and defaults 

Duties of the Council — The Council has to prepare the 
Credit-list, which i« a statement showing to what extent 
each member can take a loan or stand surety and to see that 
these limits are not exceeded by the executive The Council 
has to make searching inquiry into the affairs of the bank, 
its books, cash-boxes, etc , at any time To assist it in such 
work it frequently employs expert accountants In other 
words, the Council has to watch over the interests of the 
society in every matter to take steps that the directors act 
in accordance with the articles (Bye-laws), and carry out 
punctualh all resolutions whether of the Council or of the 
general meeting It examines the accounts and securities 
of the society , and demands the production of the cash in 
hand If it discovers any dereliction of duty by any director, 
it takes care to safeguard the society’s interests In the 
case of the Schulze- Delitzsch banks, where this system of 
supervision is more exacting, the Council meets every week, 
and in manv matters the directors are to act conjointly with 



the Council In the Italian sjstem, the members of the 
Council (bearing the name of Smdaci) watch b\ turn the 
affairs of the bank and the work of the executive The 
Belgian system is similar to the Italian In other words 
the Executive authority is carefulh checked, whatever be 
the designation of the body doing the work of checking 
The Italian Board of Conciliation — The Italian Banks 
have another institution, known as probtzin for promoting 
peace Three men, exercising summan jurisdiction, are 
elected bj the general meeting, to act as arbitrators or 
conciliators m anv case of dispute that maj occur concern- 
ing the affairs and work of the bank Whatever the case 
brought before them maj be, their judgment is final 

External Supervision or Inspection b\ Unions — Besides 
the internal supervision of the Council, there is a verj 
effective external supervision or rather inspection, in the 
case of German Co-operative Societies, exercised bv the 
Inspectors of the Union The Union inspection does not 
supersede internal or local supervision, which is considered 
to be the mainstav or the key-stone of the whole fabric, 
but merely supplements it by expert advice This inspection 
is compulsory under the German Act of ibSg Such inspec- 
tion, in other countries, is exercised bv Government Officers 
Ital), however, proposes to introduce the German svstem 
of inspection through the Union The Raiffeisen and 
Schulze-Delitzsch societies have their separate Central 
Unions These Unions have formed groups or branches for 
smaller areas to protect the interests of the societies within 
such areas However efficient the work of the Supervising 
Council may be it is apt to become mechanical in course 
of time The trained inspectors of the Union with their 
practised eve, and with the experience gamed b\ inspecting 
different societies, detect mistakes at a glance, and thev arc 
not swayed b> local interests This thorough outside ins- 
pection has given a status to German Banls justtfvmg 
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public confidence, is the pen-ill} ot in\ bank filling below 
the approied standard, is expulsion from the Union, result- 
ing in serious consequences to tlu bank concerned 

Inspection diftt ruitiattd from ludit — 1 he Union also 
audits the accounts of the societies through its Auditors 
But inspection is quite distinct from audit \udit puts 
figures straight, and testifies that there is a \ouchcr for 
e\er\ entr\ But it does not tell tint business his been 
properl} conducted, that in e\er} instance adequ tte securil} 
has been taken, that limits as to time and amount ha\e 
been dul} obsened, that the qu ilit\ of sureties has been 
inquired into, and their signatures ha\c been aerified, tint 
members’ loans ha\c been kept within the figures of the 
‘Credit-list”, that the business is conducted in accordance 
•with the rules and the precisions of the Act, that the em- 
ployes are bound be fidehn guarantees, and so on All 
these things attended to b} the Union Inspector are rcall} 
of far greater practical importance to the Bank than the 
precise agreement of figures on one side of the balance 
sheet with that on the other 1 he \uditor sees that tlu re 
is correct book-keeping and accountancy but the Inspector 
has to satisf} himself that there has been sound adminis- 
tration of business, and whether personal considerations 
hace been set aside 

Inspector \ II ork — The Lmon Inspectors are well quali- 
fied men Thee ha\c ample powers '1 he inspection is 
conducted in the presence of the Committee and the Council 
or their representatives, and the recommendations of the 
Inspector are carcfull} considered and discussed b} the two 
bodies together, and a report is to be made to the Union 
Office to what extent the} haie been complied with The 
Inspector not mereU examines the work of the bank, but 
gi\cs it the benefit of his personal experience In addition 
to the ordinar} detailed report, the Inspector also makes 
a confidential report to the Head Office Special inspection 
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through the Inspector mav be held at an\ time at the 
request of the Centra] Bank 

Inspection of Rural Bank'! — The inspection of the tillage 
banks of Geimam is more onerous as thev do also the 
business of supph This business consists not nierch of 
the supph of feeding stuffs, mnehinen , fertilisers etc , but 
also, though in rare cases, of groceries and household requi- 
sites These transactions are kept distinct in the books and 
also in the balance sheets, as hating their otvn separate 
assets and liabilities each 

Qualification of Inspectors — Before appointing Inspec- 
tors, the Chairman of the Union must be satisfied that the 
candidates have a thoroughh good reputation in etert res- 
pect, that thet shall not be members of ant societies to be 
examined, that thet shall have thoroughh grasped the co- 
operate c principles and practice and that thev shall be 
ph}sicaliv capable of enduring the fatigues of rural ins- 
pections T lie final training of the candidates takes place 
under the supcrtision of the Union Chairman, and before 
being sent on independent inspections, thev should have 
made a series of such examinations under an experienced 
Inspector, until thev hate proved themselves thoroughh 
capable Their final appointment is made onlv aftei a 
practical and thorough examination bv the Union Chairman 
A chief Inspector is also appointed for supervising and 
controlling the Inspectors At the Annual Congress of the 
Union, the Inspectors hold a special meeting or two to 
compare notes and discuss different points which mat hate 
arisen 

Control oj Socutus bv Got eminent ami bv l man — Co- 
operative Societies dealing with credit, thrift and providence 
are in all countries subject to Government control to a 
greater or less extent, but the societies m Germans are free 
from such control for the reason that thev have perfected 
their svstem of supervision and inspection Though the 
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German Co-operati\e Law provides for Government control, 
if supervision and inspection from within the movement is 
found to be slack, the very reason that Government had 
up to now no opportunity for the exercise of such control, 
speaks volumes in favour of the efficacy of the German sys- 
tem Co-operative leaders of that countrv are averse to 
Government control for various reasons, it negatives self- 
control which is the essence of co-operation On the other 
hand, inspection by the Government Inspector tends to 
become mechanical and of a routine character, and also 
formal and perfunctory There will not be in him that 
independence and sense of respansibihtv as m a Union Ins- 
pector His arbitrarv exercise of power tends to give 
umbrage His responsibihtv ends wuth his work He has 
no responsibihtv in the bank The Union Inspector comes 
not as an intruder, but as one of the co-operators He is 
an adviser as well as a judge, and his advice is trusted and 
welcome Disregard of Government Inspector’s advice 
might be met with fines and penalties, but disregard of the 
advice of the Union Inspector would have more serious 
consequences by publicity at the Union Congress, and th£ 
chance of the erring bank being turned out of the Union 
The Union Inspector on his part carries a high sense of 
responsibility, for his position in the Union would be im- 
perilled, if any bank under his inspection goes wrong due 
to his neglect of duty On the other hand, he recognises 
the limits of toleration beyond which he will not allow’ his 
inquiry or criticism to go, and that is the reason why his 
work is nowhere resented but is everywhere appreciated, as 
he brings with lum a sense of security and valuable instruc- 
tion If a proof of the effectiveness of the German system 
is needea, it will be tound in the fact that there are very 
few Josses in the Co-operative Banking system of that 
country 
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CHAPTER L 

SUPERVISION, INSPECTION AND AUDIT 
IN INDIA 

Tht Initial htoge — Scpara'toi of the functions in four Pro nnecs — 
Introduction of Sufemsion tn the Punjab and Bengal — Group 
System of Supervision in Central Provinces — Inspection b\ Central 
Banks — Delegation of iudtt stork to Federations — The Thrct fold 
S,s‘ttr of Bombav — \udit — Inspection — Supem* on — Tht three 
functions distinguished — Supt.r-’isior as defined by the Committee 
on Co-operation — Supervision should form part of Propaganda and 
Education — Assignment of the functions to three differ, rif agen- 
cies — Different Agencies for the three functions — fsola'ior, of the 
btnon 

Tht Initial Stage — There is no mterml supervision m 
the case of societies in India But some hind of external 
supervision and inspection was being carried out it the 
initial stage by the members of the Registrar’s staff, when 
thev \isited societies once a sear for performing the statu- 
tory function of audit 

Separation of junctions in four Provinces — For a long 
time, no distinction was made between supervision and 
inspection and these two functions came to be distinguished 
some time ifter the} began to be performed by co-operative 
institutions The distinction was first made m Bombav, 
when supervision began to be exercised b\ the local unions, 
and inspection bv the financing banks In Madras, tnough 
supervision was entrusted to supervising unions much earli- 
er, the work of inspection continues to be oone bv the Regis- 
trar s staff as a part of the vvo r k of audit Of late, the 
question of entertaining an inspecting staff bj the central 
banks is und'- consideration In Burma, supervision has 
been intruded to Guaranteeing Unions, and inspection 
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remains in the bands of tin Registrar s ^tnfT In Bih ir 
and Onwa supervision was being 1 curried out b\ the 
Guaranteeing Unions of the Burma model and inspection 
by the outdoor st'f IT of the Ccntraf Banks But the sy stem 
of Guaranteeing Unions both in Burma and Bih tr has beer 
found to be unsatisfactorv , the Cah ert Committee on Co- 
operation in Burmt has recommended that their work be 
taken over In the Registrar’s staff In Bihar, the work o f 
inspection is now bung done b\ the outdoor stall of the 
Central B inks, and that of supervision bv their Director- 
and the paid Manager In course of time, the Direc- 
tors’ work will base to be replaced b\ that of paid staff 
to ensure cfhcicncy 

Introduction of Supcrirnon in the Punjab and B inpal — 
In the Punjab, the work of primarv audit is assigned to 
the non-ofhcial federation known as the Punjab Co-operative 
Union, and is being done b\ its outdoor stafl of Sub-Inspec- 
tors, along with the work of inspection In Bengal, the 
work of inspection is bung done by the Central Banks 
since thei began to entertain an outdoor stafl In both 
these provinces, inspection was not distinguished from 
supervision, but recentlv thev have found it desirable to 
separate the two functions Accordingly m the Punjab 
since 1936, the outdoor stafl of the Provincial Union is 
being divided into two sections, one for doihg esclusively 
the work of audit and the other that of supervision Simi- 
larly in Bengal, the outdoor staff of the Central Banks is 
being divided into two sections, one for doing the work of 
inspection and the other that of supervision The sepan- 
tion of these functions is, no doubt, a step in the right 
direction, but it would perhaps be much better that the 
same body be not made responsible for more than one 
function at the present stage of the movement 

Group svsfem of Supemwon t» Ginirai Pro-wets — In 
the Central Provinces and Beror a new cistern of superu- 
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District Board of Supervision, and the latter will, it is 
“hoped, be brought under the Provincial Co-operative Insti- 
tute For a proper understanding of the relative position 
of the three functions, it is necessary to go into some details 
of their nature 

Audit — Audit is nowhere defined in precise terms Sec 
17 (2) of Act II of 1912 states that ‘‘^udit shall include an 
examination of overdue debts, if anv, and a valuation of 
the assets and liabilities of the Society” The correspond- 
ing Sec 22 (2) of the Bomba) -\ct VII of 1925 adds the 
words '"the verification of Cash Balance and Secunties” 
According to Dihsee on \uditmg, “an audit is the exami- 
nation of the accounts of a business and certifying of their 
accuracy” The author says, that in order to find oat the 
correctness of the accounts, the Auditor is not merely to 
content himself that the balance sheet is in accordance with 
the books, but must see that the books are properly written 
and that the balance sheet is properly drawn, he mus exa- 
mine the vouchers and see that they are checkec and 
■certified, and compare them with the cash book arri the 
Bank Pass-Book, he must also see whether the accounts 
are punctuallv posted and balanced and must ascertan the 
correctness from its first source Under the Co-operative Act, 
the Auditor must further ascertain that the assets and 
liabilities are properly valued, and we may add, that hemust 
see that payments are authorised and that balance' are 
properly invested or accounted for 

Inspection — Inspection is closely related to audit Audit 
is intended to ascertain the exact financial position of a 
society', while the object of inspection is to find out tliai the 
work of the society is c-fficientlv and properly carried out 
For instance, m the case of a Credit Society , the mspe tor 
must see that the credit of every borrower is properly as- 
sessed, that loans are covered by sufficient assets, that no 
undue preference is given to any of the borrowers, tiat 
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instalments are properly fixed, that receipts and payments 
are properly forecasted, that recoveries are timely made, 
and that the creditors and depositors are timely paid Audit 
is held only once a year but inspection must be held oftener 
An Auditor need not go beyond books and papers, while 
an inspector has to examine not merely these, but has also 
to examine the members Audit is done on behalf of the 
Registrar, while inspection must be resorted to by the 
Financing Banks to safeguard their interest At the earlier 
stages of the movement, when very few Financing Banks 
existed, and those that existed were not m a position to 
entertain an efficient inspecting staff, the auditor was requir- 
ed to do a large part of the work of inspection during his 
visit for audit, and he still continues to do it where inspec- 
tion is weak or does not exist It is, therefore, natural that 
the Committee on Co-operation in its report published m 
19x5 should assign the work of inspection (see para 92 at 
page 56 of the Report) to the Auditor, calling it as an 
additional enquiry to be done by him (see para 162 at page 
93 1 bid ) For the same reason, the Bombay Registrar’s 

leaflet X, which forms chapter XXV in Mr Ewbank’s 
Manual for Co-operative Societies (Second edition of 1919), 
is styled Inspection and Audit, making inspection a part of 
the work of audit It is now well recognised that inspection 
is the function of the Financing Banks, because of the large 
financial stake the} have in the efficient management of 
the societies they finance, consequently that work is pro- 
vided foi in their very bye-laws in the Bombay Presidency 
Supervision — Supervision stands on a different footing 
It is a continuous work, unlike that of inspection which is 
periodical, be the latter done twice in a year or oftener In 
addition to the work of an Inspector, a Supervisor has to 
see that the officers of a society have a knowledge of their 
work that the provisions of the Act, rules and bye-laws 
are complied with, that meetings are held in time that their 



business is transacted with a (jUorum» that the boohs art 
properh written and from time to time, and that papers are 
property filed A Supervisor's work is more onerous than 
that of an inspector, for he has not merch to inspect, but 
also to rectifv mistakes, and also to prevent them from 
recurring" and occurring" He has to advise, guide and 
teach, arid has, therefore, to rem itn m close touch of the 
societv 

The three functions distinguished — 1 he Auditor docs his 
work as an Officer charged with the work of examination 
of accounts, the Inspector does it hhc one concerned with 
the details of the work relating’ mainlv to the finan- 
cial stabihtv of the institutions, while the Supervisor 
is like i pastor or minister identifvmg himself with the 
societies under his charge B\ his constant watch and 
ward, the burden of the work of both the Auditor and Ins- 
pector is considerable lessened, enabling them to do then 
dutv for a larger number of societies All the same, the 
three agencies are necessarv , and must do their duties 
cflicientlv for the proper functioning of the movement For, 
an efficient audit gauges the credit of the society, an effi- 
cient inspection safeguards the interest of the creditors, 
while an efficient supervision enhances and strengthens the 
credit of the societv An auditor is the watch-dog of the 
Registrar, and an Inspector is the watch-dog of the Financ- 
ing Bank, while the Supervisor, as the deputy of the 
Institute, is the friend, philosopher and guidt of the 
Society 

Supervision as defined In the Committer on Co-opera- 
tion — The Committee on Co-operation describes supervi- 
sion in the following words — *‘The work of ‘Supervision’ 
covers manv of the points which have alreadj been included 
m audit', but in addition it implies the duty of instructing 

mo saj rather inspection, which the Committee ha- added 
to the work of the audit as has been explained above 
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the members in co-operjjtivp principles and the propagation 
of the movement by the organization of new societies 
Cven where it covers the same ground as audit, however, 
it differs from it in that it aims not merely at testing the 
efficiency of a society , but it helping it to be efficient, and 
it comprehends the further task of seeing that the defects 
noted at audit have been remedied The supervisor is con- 
cerned to sec tiiat the work of the society is not only busi- 
nesslike and up to daa. but genuinely co-operative While 
satisfying himself that the accounts are in good orcier and 
that business is being conducted regularly and prudentlv, 
lie would refrain from verifying the figures in detail, and 
would set himself to test the knowledge of the Committee 
and members, to advise them with regard to difficulties and 
disputes, to explain and remedy mistakes and to impress 
upon them the principles which societies should always have 
before them, These functions should m our opinion nghth 
devolve on the co-operative institutions themselves” 

Supervision should form part of Propaganda and Educa- 
tion — Propaganda and education go together The work 
of a propagandist is to create faith in his creed, to enlist 
more votaries to the creed, and to strengthen the faith of 
those who follow that creed The nature of the work ,ix 
the same, whether that creed is political, religious or eco- 
nomic, but here we are concerned with the co-operative 
creed which is a part of economics The propagandist does 
his work by means of literature, pamphlets, journals, by 
lectures, discussions and conferences, and also by ocuJar 
demonstrations Thus, by appealing to the mind; ear and 
eye, he seeks to create and sustain interest in his creed 
The work of education is done by the teacher by inculcating 
the principles and practice, the methods of work, and the 
history and law of the creed The teacher does his work 
for a stated period, be it short or long, the efficiency of his 
teaching being generally tested by an examination The 
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propagandist strengthens the work aooe by the teacher, 
and the supervisor supplements it in the case of the flock 
under his care 

Assignment of the functions to three different agencies — 
It follows from the above analysis that supervision must 
be assigned to the Institute, which at present has been doing 
the work of propaganda and education, so that it may 
specialise and expand its work, that of inspection must be 
the work of the Financing Banks, and that of audit must 
remain with the Registrar To concentrate all the three 
functions m a single body would tend to jeopardise their 
efficiency No doubt, we are often prone to quote European 
models m support of the idea of concentration, but we have 
to remember that the initiation and expansion of the co- 
operative movement in European countries was wholly the 
work of the people, who had, therefore, themselves to de- 
vise and take in their own hand the measures for the exer- 
cise of the different functions under consideration More- 
over, though the movement was started in those countries 
by a few educated public spirited men at a time when illiter- 
acy prevailed among the masses, its present strength is 
due to the establishment of universal compulsory education 
by the State amorg the masses, whereby educated men 
are available even among villagers to carry on all the work 
on behalf of the societies The conditions in India are quite 
different 

Different Agencies for the three Junctions — The prevail- 
ing deep illiteracy of the masses demands that the work of 
Supervision, Inspection, and Audit must at present remain 
in the hands of the three different agencies already indi- 
cated A time might, however, come when Unions have 
grown to be strong and efficient, the work of Inspection 
could be handed over to them under the supervision of the 
Institute That work, when taken m hand, must be based 
on the German model so that it may combine both Inspec- 
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CHAPTER LI 


GUARANTEEING AND SUPERVISING UNIONS 
IN INDI \ 


Super iston by Unions — Guaranteenu j Unions — 7 ht\ -vcrc found 
unsuitcd to Bombay — The old methods of Super- iston — Objects of 
the Super irifiij f riton — Preparation of formal Credit Statements — 
Committee of the Union — Funds of the Union — Importance of tht 
Union System — \eccssity of District Federations — Illiteracy an 
hnpidtment 

Super tstott b\ ( won'; — Internal Supervision through i 
Council or Committee of Supervision is not possible in India 
on account of the general illiteracy of the people, which 
makes it impossible even to find competent men to serve on 
the managing Committee Wq have therefore to rclv en- 
tirely on external supervision, which in four Provinces, is 
exercised by Unions formed by a number of neighbouring 
societies It is necessary to have some idea of the system 
of such Unions 

Guaranteeing Unions — There are tvyo kinds of Unions, 
one is known as the Guaranteeing Union, and the other as 
the Supervising Union Though supervision is also exer- 
cised by the former, guarantee forms its important feature, 
and it is therefore known by that name This guarantee 
is to be given to the Financing Bank for the repavment of 
the loans advanced by the latter to the societies which join 
the Union The Union as such is not in a position to under- 
take such financial liability, for it has no assets of its own, 
beyond the small subscriptions collected b\ it But each 
society, before joining the Union, must, at its general meet- 
ing, pass a resolution undertaking to guarantee the re- 
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payment of the loan of am defaulting socictv in the Union, 
to the extent fixed b\ the meeting, that each member will 
be liable for a certain sum, sa\, about Rs 50 or 100 per 
member as mat be fixed in the b> e-laws of the Union The 
total loans advanced to the societies in the Union are fixed 
on the basis of the total guarantee undertaken bv the mem- 
bers of the societies with this limit, that the former amount 
shall not exceed, sa\, 6 times the latter Thus, if the total 
guarantee be Rs 5,000, the total loans that can be raised 
bv all the societies together from outside should not exceed 
Rs 30,000, which is deemed to be the maximum guarantee- 
ing power of the Union The extent of the loan to each 
socictv , however, need not be six times the amount of its 
guarantee, but it maj be more or less, according to its 
needs and position, but should not exceed 12 times its 
guarantee The amount to be loaned to each society will 
further depend upon the maximum credit to be ascertained 
and fixed bv the financing Bank Flic guarantee comes 
into force onl\ if an\ society »n the Union makes default 
in repaying the loan, and is liquidated and wound up If 
after this process, ant deficit remains, the amount Is to be 
recot crcd from other societies in the Union, calculated at a 
definite sum per head on each of their members 

They were found tin's mted to Bombay — 1 he Guarantee- 
ing Unions were first started in Burma, and thereafter the 
model was adopted in the Central Provinces, Bihar and 
Bombav But later on, it did not find favour, especiallt m 
our Presidenc) , and the Superv ising Unions alone began to 
be started thereafter Even the old guaranteeing Unions 
began to be converted into the new tvpe The main 
reasons against the older tvpe are, that though it affiliates 
a smaller number of societies to ensure closer touch, the 
result is that sufficient fund required for the work of the 
Union cannot be raised from the member-societies Secondlj , 
since the liability of the societies joining the Union is un- 
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limited, and the loans advanced to each are well within the 
value of its assets, a further guarantee by the Union is un- 
necessary Thirdly, when any society under a Guarantee- 
ing Union goes wrong, the work of all the societies under 
the Union so far as it relates to fresh finance by the bank 
comes to a standstill, till the rot is removed either by mend- 
ing the erring society or by ending it by cancellation 

The old methods of Supervision — The work of Supervi- 
sion was not systematised m the Bombay Presidency m the 
earlier years of the Movement In the beginning, the 
Auditors of the Department, and the Honorary Organisers, 
and later the Financing Banks, were looked upon to do 
the work And even after the Guaranteeing Unions began 
to be started, the Taluka Agricultural Associations were 
allowed to do the work of Supervision through an Inspector 
or Supervisor appointed for the purpose The position was 
clarified by a Committee appointed for the purpose by the 
Provincial Co-operative Conference held m 1923 That 
Committee recommended that the Department should not 
do more than bringing the work of the Honorary Organisers 
into correlation with that of other units in the movement, 
the Taluka Agricultural Associations are unsuited to under- 
take the work of supervision , and that the duties of 
Inspectors employed by Financing Banks should mainly be 
to scrutinise the accounts of societies, to value assets, to 
assist m the fixation of normal credit of members, to watch 
over the proper use of loans, and to stimulate recoveries 
The Committee recommended the formation of Supervising 
Unions instead of Guaranteeing Unions for the work 

Objects of the Supervising Union — The mam objects of 
the Supervising Unions are — (1) to supervise and control 
and assist the rural credit societies, (2) to organise, deve- 
lop and guide the societies within the area of the Union, 
(3) to ascertain the financial needs of the societies, assess 
their credit by the preparation of statements of assets and 
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normal credit of the indrwdual members of each society, 
(d) t0 £P ve ad\ice to the societies regarding their efficient 
management and to further their interests and to represent 
their views and settle matters of common interest, (5) to 
provide for the training in co-operation and education of 
the members, (6) to assist, wherever possible, in the work 
of sale and supplv , and finally (7) to serve as a connecting 
link between the agricultural primary societies on the one 
hand and the financing bank and the Bombay Provincial 
Co-operative Institute on the other 
Preparation of Normal Credit Statements — Though the 
union does not assume any financial liability, one of its im- 
portant functions is to assist the work of ascertaining the 
exact financial assistance required by each member, to 
prevent over-finance as well as under-finance From the 
statements of normal credit, giving the extent of the finan- 
cial aid normally required by each member of the society, 
and the statement of their assets, the financing bank fixes 
the maximum credit that can be allowed to each society 
From this credit, the society can draw from time to time 
the amount required by its members All this work is im- 
portant, and the Union has to give the necessary guidance 
to the societies within its area 

Committee of the Union — The Committee members of 
each society in the Union form the General Body of the 
Union, and thev in their meeting elect a small board of 
management consisting of 5 to 7 members Besides these, 
a representative of the financing bank and another of the 
District Branch of the Co-operative Institute have a seat 
on the Committee A paid officer is appointed as Super- 
visor, and he docs also the work of the Secretary of the 
Union, if it is not in a position to appoint a separate person 
for that work The efficiency of a Union depends much on 
the efficiency of its Supervisor The Institute has, there- 
fore, opened a class in the Co-operative Schools started in 
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the three divisions for the proper training of supervisors, 
the training being spread over a period of a rear 

Funds of the Union — At present, the subscriptions col- 
lected bi the Union from the societies — the rate being As 
8 per cent of the working capital — is not sufficient to meet 
the expenses fulh in the case of most of the Unions The 
financing banks haie, therefore, undertaken to pav a part 
of the expense up to a maximum of one-third Even this 
arrangement was found to be inadequate to meet the situa- 
tion The Registrar has recenth formulated a scheme in 
consultation with the Provincial Co-operativ e Institute to 
lew a fee of As 8 per cent on the working capital of every 
rural credit societi in lieu of the prmlege of free audit given 
to it The amount collected in each District is to be ad- 
ministered b\ a Committee known as the District Super- 
vision Board, consisting of the Assistant Registrar, the 
Chairman of the District Branch of the Institute, and two 
representatives of the Union A representativ e of the 
financing Bank will also hare a seat on the Committee if it 
agrees to contribute to the fund The scheme is under the 
consideration of Government 

Importance of the Lriton System — Whatever may be the 
cost, there can be no question about the need of ensuring 
the efficiency of the work of Supervising Unions with a view 
to bringing under them all the rural societies within their 
area If once the Union svstem covers all the rural societies 
and becomes efficient, it will have immense possibilities 
before it The Unions on the one hand will strengthen the 
position of the societies under them, and on the other, stimu- 
late the important work of sale and supply Thev might also 
afford the basis for organising the Institute as a Provincial 
Co-operative Federation, the District Branches being con- 

* Since writing the above Government ha 1 : turned down the above 
proposals ind has ordered a lew of audit fee to be made with 
effect from ist April 1931 from all Primary Societies 
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verted into Jocal federations of Unions within their area 
In fact, the success of the co-operative movement will large- 
ly depend on that of the Union system 

Necessity of District Federations — The mere starting of 
Unions is not an end in itself It is just the beginning of 
the work of supervision The Unions themselves will re- 
quire to be supervised till they become efficient This work, 
to a large extent, pertains to the District Federations which 
should be formed in the Districts covered by the Union 
System Till they are started, the District Branches of the 
Institute have to assume this role The Branch officers 
should not onlj frequently visit Union Centres, but organise 
further Unions to cover all village societies E\er\ yeai;, 
a meeting of the Supervisors and Chairmen of all Unions 
in each District should be convened to discuss problems of 
common interest and to compare notes Such a step will 
stimulate interest, promote harmony in work, and afford 
opportunities for improvement 

Illiteracy an impediment — The main difficulty in the way 
of progress of the Union sjstem m particular and of the 
Co-operative Movement in general, is illiteracy Unless this 
drawback is removed, the Unions might become mere one 
man’s show, as in the case of many societies Every Union 
must, therefore, encourage Adult Education by starting 
special classes therefor at least m different centres by turn 
till a sufficient number of persons are educated in the whole 
area It is only then that the societies as well as the Unions 
will be able to show better results and imbibe the true spirit 
of Co-operation 



CHAPTER LII 

CO-OPERATION AND EDUCATION 

Co-opcnti\ e Education in European Countries 

Tuo forms of Fducatioi — Co-opcratton as a Factor of Education — - 
T/ e Socict% as a source of Education — Agencies for Education— 

II ork of Federations — (i) Personal Instruction b\ Officials — 
Pulhcation of Printed Literature — (j) Lectures by the Fra eUnu, 

A Cent — {•$) Libraries and Rcfldtng /?ooms— {5) Classes for Co-opera- 
tive Instruction — Co-operatt e School and College — Education Com 
nnttees of Societies — H oiren s Co-opcratt e Guilds — Tie AcfioroJ 
Co-operati e Men s Guild — Educational sork of Internat onal Co 
oprrati e Alliance 

1 'to forms of Education — Education for the promotion 
of co-operative activities must take two forms — education 
for co-opc'"Uion, and the general education of co-operators 
In considering education for co-operation, it must be noted, 
in the first place, that the co-operative movement itself is 
an educational agenev going those who take part in it an 
insight into business methods and a training in social 
ethics 

Co-operation as a E actor of Education — The educational 
advantages derived from the practice of co-operation are 
verv important TirstU, it teaches self-reliance, and 
through associated effort, it fosters a spirit of mutual confi- 
dence Secondlv , it draws out the business and administrative 
capacitv, which is latent in manv a man but rarelv brought 
into use Tlurdlv, it leads people to appreciate the advant- 
ages of honest dealing and fair distribution of wealth 
I ourthlv , as co-operuive business evpands and comes into 
contact with public affair-, members of societies gam a 
true -ensc of the duties and responsibilities of good citizen- 
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ship The members of many a co-operatrve society have 
taken a keen interest and an active part in the general wel- 
fare of the town or district in which the society has 
flourished 

The Society as a source of Education — That the co- 
operative movement has accomplished results of this kind 
to a greater or lesser degree has been chronicled by man} 
writers who have been keen students of its results The 
very process of election of the membership of a society en- 
sures the educational effect aimed at better than anything 
else There are cases of persons mending their ways in 
order to become eligible for the membership of a societ} 
And once they are members, there is every incentive for 
them to become peaceable, industrious, diligent and provi- 
dent The administration of the society affords further 
opportunities for education The election of the Committee 
depends on character and soundness of judgment, and the 
emulation to come on the committee makes the members 
to put forth their best The general meeting is yet an- 
other occasion which brings into prominence the democratic 
constitution of the co-operative society The principle of 
one man one vote, the exercise of that vote in the general 
interest of the society, brings forth the spirit of “each for 
all and all for each” A co-operative society has, therefore, 
been truly described as a “State within the State”, afford- 
ing education to its members in the true principles of de- 
mocracy and citizenship m all their stages 

Agencies for Education — The efficienc} of the Co-opera- 
tive movement as an instrument of education must, however, 
depend upon the work of the advisor}- and propagandist 
federations known as Unions or Institutes Such federa- 
tions not merely organise and supervise co-operative soci- 
eties, but place continually before them the proper practice 
and ideals of their movement, and also organize instruction 
for secretaries, managers and committee-men with a view 



to fitting them to carry on efficiently the business of the 
societies and to foster the ideals of the movement 

Work oj Federations — Education for co-operation is of 
a technical nature, and the work falls into the following 
divisions (i) Personal instruction given by officials and 
agencies of the federation to members and employees of soci- 
eties during personal visits for supervision , (2) Publication 
of printed matter of all kinds, c g leaflets, pamphlets, 
books, maga7ines and newspapers, (4) Lectures by travell- 
ing agents chiefly with the help of magic lanterns, (4) Insti- 
tution of libraries and reading rooms, (5) Holding of 
classes, either at local centres or in the form of short cours- 
es in schools at a convenient centre, or in a permanent 
educational institution The details of these different items 
of work may be briefly noted as below 

(1) Personal Instruction by Officials — This has been best 
done m Germany by the Inspectors of Unions in the 
course of their inspection of the societies J'he Inspec- 
tors are very efficiently trained men, who not only 
inspect the affairs of the societies, but give every 
guidance and instruction to the members of the Manag- 
ing Committee and of the Supervising Board The 
general standard of education of the latter men is 
also very high due to the efficient system of general 
education of the people in the country 

(2) Publication of Printed Literature — This work has 
been done on a large scale m Germany, and next in 
England Italy and France come third The superi- 
ority and extent of the German literature on co-opera- 
tion are due to the fact that it has been written by 
men competing for degrees in the leading Universities 

( 3 ) Lectures by the Travelling 4 gent — His work is two- 
fold, one is to convert outsiders to the co-operative 
faith, and the other to confirm the faith of the existing 
co-operators Besides the magic lantern, an effort is 
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made to use the Cinema for the purpose It is also 
suggested that recourse should be had to the radio for 
the purpose 

( 4 ) Libraries and Reading Rooms — Many store societies 
in England have a reading room of their own, and 
have created useful libraries for the instruction of 
their members 'I he same Ins been attempted in most 
European Countries \t one time, the libraries and 
reading rooms contained general literature, but now, 
on account of the spread of cheap literature, and free 
public libraries, those established by the co-operative 
societies stock technical literature on co-operation and 
economics 1 he International Institute of Agriculture 
in Rome and the Musce Social in Paris have the larg- 
est libraries on these subjects 1 he Co-operative 
Reference Library situated in the Plunkett House 
in Dublin — now transferred to London — is both a very 
big library and a research bureau It received large 
financial assistance from the Carnegie Trustees Its 
purpose is to form a complete collection of works 
dealing with co-operation and allied subjects, to make 
the information contained therein accessible to stud- 
ents, and to publish extracts and results of research 
work for the benefit of the wider public A quarterly 
journal is maintained and supplemented by occasional 
pamphlets, and readers at the library are welcomed 
and guided It has attracted students from far off 
countries 

{ 5 ) Classes for Co-operative Instruction — In Germany, 
they are held both at local and union centres, the 
latter imparting more intensive education Similar 
work is done in England by the Co-operative Union 
through its Central Educational Committee A sjllabus 
is published every year An ‘Adviser of Studies’ has 
been appointed to unify and extend the work of the 
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Committee The classes held are adult classes, week- 
end schools, reading circles, voung people’s circles, 
and junior classes Besides the classes held through- 
out the vear at the Hohoake House, instruction is 
also given through correspondence classes, lectures 
and summer schools The curriculum for the courses 
include, in addition to the historv and principles of 
co-operation, technical subjects like auditing, book- 
keeping, management, and secretarial work specialh 
intended for the empknees in the stores, other sub- 
jects, such as Industrial Histon , General Economics 
and Civ ics, are also taught Certificates are giv en to 
successful students who qualifv in the necessary exa- 
minations A magazine, known as 'Co-operative 
Educator’, is published 

Co-operaUve School and College — Besides the courses 
organised bv the various Unions, an Agricultural Co-opera- 
tive school w'as established in Germanv in 1904 In Eng- 
land, a Co-operative College has been recentlv set up m 
Manchester 

Education Committees of Societies — In England, each 
society, besides paving its subscription to the Co-operative 
Union, also appoints its own Education Committee and 
finances its work bv a small grant from the surplus profits 
The rules of the societv make it compulsory for even soci- 
ety to contribute a certain percentage of the profits for 
education The rule dates back to the time of the Rochdale 
Pioneer’s Society The amount is intended to be spent in 
the education of the members of the societv As a matter 
of fact, most societies use the amount on amusement for 
the members of the societv , no doubt of a healthv and use- 
ful kind It must, however, be mentioned, that manv soci- 
eties arrange for weeklv or fortnightlv meetings, at which 
lectures or debates are held Children’s circles are some- 
times held having a varied programme including singing. 
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drill, or other forms of recreation, as well as simple lessons 
on co-operation, or talks for emphasising the importance of 
the movement 

Women’s Co-of>e> alive Guilds — Mention must be made of 
the Women’s Guild and its work in the spread of Co-opera- 
tion The Rochdale Pioneers had determined that in their 
society both se\es should have equality in all matters per- 
taining to membership 'I hough this principle was adopted 
b\ all the societies, for man) \ears, women had compara- 
tivelv few opportunities of becoming members of co-opera- 
tne committees To remove this defect bv creating a 
keener interest among women, a section of the Co-operative 
News was special!) reserved for matters of interest and 
importance to women co-operators, under the heading 
“Women’s Corner” Later, in 1885 was established the 
Women’s Co-operative Guild in England for organising 
meetings of women co-operators for consideration and dis- 
cussion of co-operative matters of interest, and for the 
spread of co-operation The motto of the Guild “Of whole 
heart cometh hope” is expressive of the spirit in which it 
conducts its co-operative and public work The member- 
ship of the Guild and its activities have steadilv increased 
Branches were opened in various districts, and in 1928 there 
were 1384 branches, with a total membership of nearlv 
65,000, most of whom are married working women in the 
countty The Guild has helped to educate women in the 
ideals of Co-operation, and in regard to their duties and 
responsibilities as citizens It has been pla)ing an import- 
ant part in rousing women co-operators to a sense of their 
responsibilities, and m training them to take a share in the 
general work of the movement, and to take an active part 
in public life As a result of this work, a number of work- 
ing women have been taking an active part in the committees 
of stores, and are also rendering valuable service as mem- 
bers of boards of guardians, local educational authorities. 




town and rural district councils, and other public bodies 
Each branch manages its own affairs, and elects its own 
committees and officers, while the branches m each district 
section elect the district and sectional committee and 
officers, a representative is elected by each district section 
to serve on the central Committee of the Guild, and the 
whole Guild is governed by an annual meeting or congress 
of delegates from the branches, the central committee work- 
ing as its executive body District Conferences are held 
to discuss questions of local interest At the branch meet- 
ings, besides the transaction of the usual business, a paper 
is read by one of the members and discussion is held 
thereon \ short course of lectures on some subject is also 
arranged The Guild also arranges a special educational 
programme for its members through two-dajs schools and 
summer schools These classes are organised by the Edu- 
cational Committee of the Co-operative Union, with which 
the Guild works in close co-operation In 1892, Scotland 
formed the Scottish Co-operative Women’s Guild, which 
has also formed numerous branches, which in 1928 number- 
ed 362 with a membership of over 26,000 The Irish 
Go- operative Women’s Guild has been recently formed, but 
it is small at present, yet it has a membership of 4000 The 
work of these Guilds is on similar lines to that of the Eng- 
lish Guild 

The National Co-operative Men’s Guild was formed in 
1911 under the auspices of the Central Educational Com- 
mittee of the Co-operative Lmon Its objects are “to 
arouse, maintain and increase interest on the part of men- 
co-operators of all sections in the workings and development 
of the Co-operative Movement, and to make known the 
principles of co-operation, and assist towards their universal 
application of human affairs” The Guild comprises 
branches working in connection with a local co-operative 
society, the membership being open to all men over 16 years 
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of age, who are members of the local co-operative society - 
In 1928, the number of branches was 221 with some 6000 
members The motto of the Guild is “Unrestricted co- 
operation for all purposes of social life” Scotland has also 
formed a Co-operative Men’s Guild and has 41 branches 
The Men’s and also the Women’s Guilds have been doing 
immense work in the spread of co-operative education All 
these Guilds have formed the National Guild of Co- 
operators 

Educational Woik of International Co-operative Alli- 
ance — The work of education in Co-operation is being 
conducted in other countries also The International Co- 
operative Alliance has also been organising a Summer 
School every vear for about a fortnight, wherein co-opera- 
tors from different countries give to the students the benefit 
of their experience regarding their own movement These 
classes are held in different countries b\ turn, one being 
held at the place where the Triennial Congress meets The 
Association also publishes a monthlv journal known as 
“Review of International Co-operation” 


CHAPTER LIII 

CO-OPERATIVE EDUCATION IN BOMBAY 

Initial Stage — Observations of the Maclagan Committee and Lin- 
lithgow Committee — Educational Work in Bombm — Further De 
lopment — Central Board of Education — Courses of Study — Co- 
operative Schools — Classes by District Branches — Practical Train- 
ing — Subjects Taught — Co operati 'e Instruction of the Members 
and Masses — Literature — Training of the Registrar s Staff, Bom- 
bay — Training Classes by Financing Banks — Drawbacl s 

Initial stage — At the initial stage of the movement, co- 
operative education in all provinces of this country was in 
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-the hands of the Registrar, v.ho, as the chief execute e 
officer of the Co-operative Department, was responsible for 
the initiation of the movement For sometime, office circu- 
lars, explanatory leaflets, and m some cases manuals issued 
by the Registrar, with a few existing standard boohs, form- 
ed the only source of instruction Co-operati\e Conferences 
organised m different pro\ inces, and the papers read and 
the discussions held thereat, afforded also some useful and 
practical instruction, but only to those who attended them 
No definite steps were taken for the training of the Commit- 
tee-men and the Secretaries or officers of societies and banks 
Observations of the Maclagan Committee and Linlithgow 
Committee — The Maclagan Committee on Co-operation, 
appointed by the Government of India to examine the pro- 
gress and working of the movement m the country, in their 
report published m 1915 made the following observation on 
the importance of co-operative education “We cannot too 
strongly urge the necessity for careful teaching both before 
and after registration Most of the faults which we have 
found in societies are due to the lack of such teaching, and 
the importance of the point can scarcely be exaggerated The 
work of instruction is trying and uninteresting, and there is 
generally a tendency to scamp it Pamphlets and formal 
lectures are good in their way, but are of very secondary 
importance compared with actual persona] isntructions by 
the organising or supervising staff in the villages them- 
selves District and Provincial Conferences are also valu- 
able in stimulating interest and a healthy rivalry, but do 
not afford the solid instruction that is required ” The 
Royal Commission on Agriculture in their Report (1928) 
made the following remark on the same subject m the 
Chapter dealing with Co-operation “From the evidence 
placed before us we are of opinion that one of the main 
■causes of the failures is the lack of requisite education and 
of adequate supervision and guidance” Tne Committee, 
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therefore, recommended that every effort should be made 
for the promotion of co-operative education 
Educational Work tn Bombay — Co-operators in Bombay 
realised the importance of the subject even as early as 1914 
A Secretaries’ Class organised by Mr G K Devadhar, with 
the help of his friends in that year for the benefit of the 
societies m the Bombay City, became thereafter an annual 
function for a week, to which the secretaries of the societies 
in the districts were encouraged by the Registrar to attend 
by payment of their travelling and daily allowances After 
the work was taken over by the Bombay Co-operative 
Institute in xgr8, it was developed, decentralised and syste- 
matised Two courses were organised for secretaries, one 
being a Junior Class tor a week, and another a Senior Class 
for 12 days Both these classes were held at three linguis- 
tic centres of the Presidency through the Divisional Branch- 
es of the Institute in the local vernaculars The Training 
Class at the head office of the Institute began thereafter 
to be held in English for 12 days for the benefit of the co- 
operators m general, and the senior students of the Colleges 
in Bombay reading for economics, also attended them in 
large number From the following year (1921) additional 
lectures were arranged for the benefit of the junior Hono- 
rary Organisers deputed by the Registrar to attend the 
class, and for the Managers of Central and Urban Banks 
The bank students after the close of the course received 
practical training for a month in the Provincial Co-operative 
Bank, coupled with another series of lectures on banking 
practice and accounts They had then to visit at least two 
central banks, two urban banks, and ten rural societies 
under some senior officer of the Department or of the Pro- 
v mcial Bank, the whole course thus lasting for three months 
At the end of all these courses, an examination was held 
and certificates were issued to the successful students 

Further Development — A further development made in 



the work of training was the institution in Bombav from 
1921 of a continuation class, known as the Diploma Course, 
for an intense e studv of co-operation, lectures being ar- 
ranged twice a week throughout a tear, except during -vaca- 
tions In the districts, an additional intensive course was 
arranged from 1925 at four centres in the local vernaculars, 
for training the supervisors of the Supervising Unions and 
the candidates for that place The period prescribed was 
of three months, in the first month, the students attended 
a series of lectures, three to four even dav , then thev 
received practical training for three weeks in audit and 
supenision under an Auditor of the Department, and for 
three more weeks under a Senior Inspector of the Provin- 
cial Bank in the work of inspection, assessment of credit, 
preparation of normal credit statements, and treatment of 
loan applications This was followed bv another series of 
lectures for two weeks, the whole course ended with a writ- 
ten examination of four papers and a viva t oce 

W hen the District Branches of the Institute began to be 
formed, the work of organising the Junior Secretaries’ Class 
was taken over bv them, and thev also organised a number 
of Managing Committee Classes, lasting for a dav or two, 
without an examination, at various rural centres The 
Divisional Branches thereafter confined their educational 
work to the holding of the Senior Class and the Supervisors’ 
Class 

In the conduct of all the above courses, the Institute and 
its branches hav e been receiv mg considerable help from the 
officers of the Department and of the financing banks, from 
the Honorarv Organisers and Professors of Colleges 

Central Board of Education — After progress on the above 
lines was made for some vears, it was felt that the standard 
of examination conducted at the different centres was not 
uniform and that the period of training of the Senior Secre- 
taries’ Class and Supervisors’ Course was rather too short 
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to allow of sufficient training- being obtained It was further 
felt that facilities for the training of the officers of the Urban 
Banks and of the Inspectors of financing banks, should be 
created at the Divisional centres, instead of in Bombay 
AccordingH, under the new constitution of the Institute as 
re\ lsed in 1926, a Central Board of Education was created 
for prescribing the courses of studies for the various classes, 
and for the conduct of examination under uniform 
standards 

Courses of Study — The Board has prescribed the follow- 
ing courses for the various classes of students — 

(I) Elementary Course for the Managing Commit- 
tees lasting for a couple of days, 

(II) Rural Secretaries’ Class for 3 months, 

(III) Urban Secretaries’ Class for 3 months, 

(IV) Urban Banks Secretaries’ Class for 6 months, 

(V) Bank Inspectors’ Certificate Class for one year, 

(VI) Supervisors’ Diploma Class for one year, 

(VII) Refresher Course or Co-operative Certificate 
Course for 15 days, 

(VIII) Co-operative Diploma Course for one year, 

(IX) Bank Officers’ Diploma Course for 6 months 

Co-operative Schools — Of these courses the first is con- 
ducted by the District Branches of the Institute Nos II 
to VI are taught in the Co-operative Schools established at 
the three linguistic centres, Dharwar, Poona and Surat 
Each school has a staff, a Principal and three lecturers, 
receiving honorarium from the Institute The District 

Branches are allowed to hold their own classes for courses 
II and III at centres convenient to them, but the students 
trained thereat wishing to get certificates have to appear 
for the examinations conducted by the Board These exa- 
minations are held at the places where the schools 
are conducted, and are also held at other centres 
where ten or more students are likely to appear 
' 28 



Courses Nos VII to I\ are conducted in English at the 
Bombay centre Written examinations are held for all the 
courses except No I, and certificates and diplomas, as the 
ease may be, are granted Prizes arc also awarded wher- 
ever possible, to the students standing first in the examina- 
tions 

Classes by District Branches — In 1929, besides the 
courses held in the three co-operative schools, the District 
Branches of the Institute held 19 classes for Secretaries for 
a period of one month or so, and 84 Elementary Training 
Classes for members of Managing Committees of Societies 
Almost all the District Branches have appointed a Propa- 
ganda Officer who, besides taking part in the work of train- 
ing, carries on co-operative propaganda in the areas of the 
respective district 

Practical Training — Candidates attending the Supervis- 
ors’ Class have to undergo practical training at the end of 
their theoretical course for one month under an Auditor, 
and for another month under an Inspector of a Financing 
Bank, and thereafter they are examined viva voce Candi- 
dates attending the Bank Inspectors’ Class have to put in 
six months’ service in a Bank and must visit the Provincial 
Bank, one of its Branches, and also a recognised Central 
Bank, and study their working 

Subjects taught — A detailed graded curriculum stating 
the number of papers for the different examinations is 
drawn up for the different courses, but the subjects come 
under one or the other of the following heads — 

1 Elementary Rural Economics, 

2 Origin and History of Co-operation in Bombay, India 
and Abroad 

3 Principles of Co-operation, Theory and Practice 

4 Types of Co-operative Organisations including Fede- 
rations 

5 Details of Prevailing Types, such as Agricultural 
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Production, Supply and Marketing, Consumers’ Co- 
operation, Producers’ Co-operation, Co-operative 
Housing 

6 Organisation and Supervision 

7 Oflicc Management of Societies and Banks 

8 Co-operative Law — Act, Rules and Bye-laws, and the 
principles underlying them 

g \rbitration and Liquidation Procedure 

io Co-operative Accounts 

n Co-operative Finance — Its Structure and Functions, 
with special reference to Short-term, Long-term or 
Mortgage, and Intermediate Credit 

12 Banking Law and Practice 

13 Banking Accounts 

14 Elements of Auditing 

Subjects Nos 11 to 14 are taught in the higher courses 
onlv, and the other subjects are taught in an elemental y 
form in the Secretaries’ classes It will be seen from the 
list of subjects that it does not include principles and organi- 
sation of agriculture, but there is a proposal to include the 
subject, after making arrangements for teaching it through 
the Agricultural Department 

Co-operative Instruction 0/ the members and Masses — 
Co-operative instruction of the masses, including members 
of societies, is sought to be impailed thiough lectures and 
lantern shows, each District Branch being provided with a 
magic lantern and slides with key lectures 1 he celebration 
of the Co-operators’ Day, performed at most of the centres 
and by important societies and banks, affords another 
opportunity for piopaganda The Co-operative Journals 
published by the Institute, one in English and four in the 
vernaculars of the Presidency, aftoid considerable scope for 
instruction and propaganda Iwo District Branches have 
recently started the publication of journals of their own 
The various Co-operative Conferences afford additional 

28 * 
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sources of instruction and information Besides the Provin- 
cial Co-opcntive Conference organised bj die Institute, 
the Divisional Branches hold Divisional Conferences, and 
the District Branches District .and Taluk a Conferences 
These last are held at rural centres The number of con- 
ferences held in 1929 were 21 Taluha Conferences, 5 District 
and 3 Divisional Conferences 

Literature — Each District Branch has its hbrarv of co- 
operate c literature Manv of them issue pamphlets and 
leaflets The Institute has under preparation some boohs 
in vernacular suited to the students attending the classes 
The main difficult} the Institute has to contend against is 
that the work has to be carried on in as manv as 5 languag- 
es, including the four recognised vernaculars of the 
prov incc 

Training of the Registrar’* Staff, Bombay — \ Committee 
constituted bv the Government of Bombav evamm ts 
and issues certificates to candidates wishing to qualifv 
themselves as Accountants and Auditors of Joint-Stock 
Companies The certificates arc known as G D \ 
or Government Diploma in Accountancv Trom 191S, the 
Registrar arranged with the Committee dirough Govern- 
ment to examine the members of Jus auditing staff and issue 
certificates known as G D C A or Government Diploma 
in Co-operative Accountancv Some of the subjects pres- 
cribed for the G D \ relating to certain branches of 
Commercial Law were omitted, and subjects relating to 
Co-operation were substituted therefor in the case of G D 
C A examination, with the result that the candidates for 
the latter Diploma are examined m the following 
subjects — 

Paper No j, General Accounts, No 2, Special Accounts, 
No 3, Auditing, No 4, Mercantile Law, relating to the 
Contract and Arbitration Acts, No 5, Co-operative Law, 
No 6, Co-operative Thear) and Practice 



ship as is homo; done in the s\sttm mtrnriuei d h\ the Co 
operative Union of Great Britain Moreover, in the elasse" 
organised in tin other province, < forth in the Punjab, thi 
Oflictrs of the various depirtments of puhlit utihtv tai e ai 
active part in the vvor) of teaching, suth as those of \gri 
tuHure, \etennarv, Samtirv and ['duration, but not u 
Iiombav 

CHAPTER LIV 

CO OP HR \TI\ n i:duc m iox IV Ol If PR 
PRO\ IXCI S 

Punjab 

Ffficient System of Training — Trainirnj of the Departn cnial Stan — 
Tiomim; of Sut> Inspectors — The Subjects Taught — Fducatiotal 
Inspictrrs — The Inspectress— \t,nnilttirol Ttattuntj — Refrnl ft 

Courses — Ttamwt; of the Officers tn Societies and Ranis — Fdnca 
/■cm thromli Coi/errnees and I ectnr, ' — Demonstration Train 
Other Provinces 

fhhar and Orissa — Co oprrah-e hcderation—Tao TtatnnU, Insti- 
tutes for Stafi — l.r’ y for meeliri; Fxfirtises — Oil et 7 ranting Class 
es — Madras — Ttanump Set pals n Madras — Him ;al • — Classes for 
Secretaries — Cla<ses for Super-iron — t mini Pm nicer — Classes 
by the Lmon — Class for Officers — Raul Manager f Class — Tram 
,n g of School Teachers — Central Pa tttecs and Ilerar — ( o-operati e 
Rallies — Di istonal Federations — Re-tscd Scheme of Fdticalwn n 
dir Pro mice — Burma — tssam — Common aorl m nil Pro trices — 
Illiteracy a hindrance to co-opcratt-e education 

Punjab Efficient Sselcrn of Training — The co-operativ 
movement in the Punjab is Known for its efhcicnt dcvcloj 
ment The reason is Iargth due io the thorough tr.ainin 
of the whole staff of the Department from the Rcgistr 
himself down to the inspector Everv ofheer, before bein 
appointed as Registrar is first placed in the Department 
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an understudy to the Registrar, and is enabled to study 
the movement in his own province and also in the 
foreign countries by the grant of study leave In most of 
the other provinces, the Registrar, when he assumes the 
charge of his office, is quite new to the movement, and by 
the time he acquires experience, he is transferred to some 
other department in another sphere of work 

7 rattling of the Departmental Staff — The co-operative 
training of the Registrar’s staff in the Punjab dates from 
1920, when an Educational Inspector was appointed for the 
purpose The number of such Inspectors has now been 
raised to three The staff is selected from among the young 
men of the agricultural communities who have received 
Umveisity education The Inspectors of the Department 
receive careful training, both theoretical and practical, for 
a period of fifteen months 4s soon as a candidate, who is 
either a graduate in economics 01 un agriculture, is selected, 
he is sent off to an experienced Inspector for three months, 
and is made to read a few introductory books, and in this 
period he gets an insight into the movement The next 
three months are devoted to a special class in rural econo- 
mics and co-operation This period has been recently increas- 
ed to four months as an experimental measure with a break 
at Christmas The class is at times attended by officials of 
neighbouring provinces The teaching is as much by dis- 
cussion as by lectures Thereafter, the candidate com- 
mences his field work under a Senior Inspector, visiting 
primary societies as well as Central Banks At the end of 
this course, he has to pass an examination of the M A 
standard in the Law, Theory and Practice of Co-operation 
There are two papers in the first two subjects, and a third 
and a viva voce in the third If he has passed the examina- 
tion, the candidate is given a post as Sub-Inspector under 
the Punjab Co-operative Union, which he retains until a 
vacancy for an Inspector’s post occurs Under the Union, 
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lie docs audit and general work with soucttis (or it least 
nim months 

l rttiiung of Stit>-hispiClor\ — Candid ites for tin po-ts of 
Sub-Inspectors under the Punjab Co-operative Union, whuh 
is charged with tile v ork of mdit of soeiitns, receivi si\ 
months’ training, one month m the cl iss, the period Immg 
been increased to two months from list \t tr, mil fivt 
months in the field, somcwlnt on the ‘■line lines is in the 
case of Inspector emdidites Candidates iri pud ictuil 
lailwav fires to ind from tin pliu whtri one months 
course is held, ind ire pud subsistence illowmee of R« 
15 while attending the course f !( nerillv Mitrieti) ites from 
miong the igriculturd eommunitits ire selected for this 
grade 

The subjects taught — I he subjects taught it the clas-ts 
are ten ncadv the same is irt prt scribed be the Bombav 
Central Board of Cdueition, with the variation tint m Bom- 
bar, Urbin Banking is emphasised in cert tin classes, whilt 
in the Punjab, rural economics pla\ in important p irt ind 
field work is more thorough ind occupies i longer period 
and therefore tikes i more practical turn than m Bomb i\ 

Educational Insputors — Three officers known as *‘Ldu- 
catioml Inspectors form 1 part of the Registrar's 
Department Their ninn duties ire to give in intensive 
training in run! economies in the el isses, held lor the 
training of the candidates for Inspcctos posts, ind to hold 
classes for training Sub-Inspectors 

7 lie Inspectress — \n Inspectress has been appointed to 
work among the women folk of the province The Inspec- 
tress is a graduate of the Punjab Universitv, and before 
her appointment had worked as a professor for some tears 
Like other Inspector-candidates, she has undergone a course 
of pru al training under Circle Registrars, and attended 
the Gurdaspur training class for a period of 3 months She 
sat for the terminal examination for Inspector-candidates, 
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and was confirmed and detailed for independent work on 
obtaining the requisite percentage of pass marks fixed for 
Inspector-candidates In addition to the above training, 
she had to attend the school of Domestic Economy at 
Gurgaon 

Agricultural Training — Apart from the above training, 
most Inspectors undergo one month’s training in rural eco- 
nomy at the Agricultural College, Lyllpur The Sub- 
Inspectors every year, in batches of ten or more, undergo 
six months’ training given in the vernacular in practical agti- 
eulture at the same college, so that they can teach and 
explain it to the villagers while on audit duty The whole 
staff visits the agricultural farms once or twice a year, to 
keep in touch with improvements etc A similar course of 
six months has recently begun to be held at Gurdaspur 

Refresher Courses — One of the most valuable forms of 
training is the series of refresher courses for the staff lasting 
for eight days They are held once a year at eight or nine 
different centres in the Assistant Registrar’s circle, and 
are attended by Inspectois and Sub-Inspectors These 
classes afford them an opportunity of becoming acquainted 
with the practical difficulties of the officers in the execution of 
their duties Refresher courses are also held for the Indus- 
trial staff by the Assistant Registrar in charge of industrial 
societies 

1 mining of the officers in Societies and Banks — Training 
of the Secretaries of Societies and of the Managers and the 
staff of the Central Banks and Banking Unions m the 
Punjab has not yet attained the level to be met with in 
Bombav The classes for Secretaries of Societies for a 
week began to be held from 1919 They are now organized 
by the Punjab Co-operative Union, through its Sub-Inspec- 
tors, the number of such classes in 1929 being 48 including 
a class for the Secretaries of Banking Unions The experi- 
ment of giving managers and accountants of Central Banks 
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a month’s training in Lahore is reported to be a failure, 
mainly because nearly all who attended were too ignorant 
of banking for so short a course to be of use 

Education through conferences and lectures — Co-opera- 
tive conferences are so organised as to afford opportunities 
for the spread of education In these conferences, various 
kinds of problems from the causes of poverty, illiteracy and 
infant mortality to the prevention of disease, child wel- 
fare measures, and the pitting of manures, are discussed, 
and they form jet another agency of education for the rank 
and file of the Punjab co-operators At the general meetings 
of central institutions, too, problems of common interest 
for co-operators are discussed T hey are attended by officers 
of the Agricultural, A etennarv, Education and Health De- 
partments At such meetings co-operative singing, dramas, 
lantern lectures and practical demonstrations in agriculture, 
dairying, etc , are held 

Meetings and shows are also held under the auspices of 
Rural Commumtv Councils and District Boards, at which 
lectures on various topics by officers of several Government 
Departments are given, and dramas and lantern lectures on 
subjects of interest to peasants and rural folk generally are 
held The distribution of vernacular pamphlets on co-opera- 
tion and other subjects in the various dialects and scripts, 
as also of the publicity of the annual report of the Co-opera- 
tive Department in vernacular and the formation of libraries 
of more than 50 rural unions, are also contributing factors of 
no small importance in the education of the members of co- 
operative societies 

Demonstration Tram — A demonstration tram was orga- 
nized in the Punjab in 1929 in which several departments 
including that of co-operation took part It visited various 
important rural centres in its course and attracted large 
crowds 



WORK IN OTHER PROVINCES 

Co-operative Federation in Bihar and Orissa — Co-opera- 
tive education and propaganda in Bihar and Onssa is now 
earned on by the Co-operative Federation of the Province, 
which is also in charge of the work of audit of the Soci- 
eties The Federation has appointed 5 Propaganda Officers 
and 5 Assistant Propaganda Officers, and they are placed 
in the 5 divisions of the province 

Fiv o Training Institutes for Staff — A Training Insti- 
tute has been established at Sabour which works for six 
months in a year, and its annual establishment cost is esti- 
mated at Rs 24,000 Another Training School has recentlv 
been started at Cuttock Probationers for the staff of Cen- 
tral Banks, as also the inspectors, clerks and managers of 
the Banks, the supervisors of unions, and the auditors under 
the Federation receive training in these two centres 

Lew for meeting expenses — The expenses of the schools 
are met bv a levy of Jths anna per cent on the working 
capital of all Societies A propaganda levy is also made at 
Jrd anna on the working capital of the central institutions, 
and 2 annas per cent on that of the primary Societies Gov- 
ernment makes an annual grant of Rs 2500 for the former 
work, and Rs 5000 for the latter It may be mcidentallv 
mentioned that the audit levy is a third levy and is intended 
to defray the cost of that work, and is also helped by a 
Government grant But as there is a wide margin between 
the lending and borrowing rates of interest in the case of 
societies and banks in the province, these levies cause no 
great burden to them 

Other Training Classes — The training classes for the 
secretaries and panchas of the societies are organised bv 
the Central Banks for 5 to 6 days with the help of the Pro- 
paganda officers of the Federation Where anv Central 
Banks are not in a position to pay the cost, it is met by the 
Provincial Bank out of a training fund created for the pur- 



pose fiom on annual contribution of Rs 5000 made out of 
profits 

It is worth noting that no affiliated society m the pro\mce 
can appoint anv salaried sen ant, excepting menials, without 
a license granted b\ the Co-operative Federation 

Madras — The Townsend Committee appointed to examine 
the movement in the President in their leport (1928) made 
the following observations “We have been verv much 
impressed bv the lack, of knowledge of even the common- 
places of co-operation shown, not onlv bv the members of 
primarv societies, but also bv office bearers, and even bv 
the staff emploved by the various non-oflicial agencies We 
believe that mam of the unsatisfactory features in the pre- 
sent condition of the movement are direetlv attributable 
to this ignorance Even the official staff is, we consider, 
in many respects insufficientlv trained for the proper dis- 
charge of its duties Too much importance cannot be at- 
tached to the necessitv for adequate education in co-opera- 
tive principles of all concerned in the movement ” This 
defect will, it may be hoped, be soon removed m a great 
measure by the training schools or institutions recently 
established m the presidenev 

J rmmng Schools w Madras — There are now six training 
institutions— three in the Telugu, and three in the Tamil 
districts Each runs a school for training supervisors, ins- 
pectors, and others m the theory of co-bperation, booh- 
1 ceping, banking and auditing, and is m charge of a local 
committee drawn from the 3 to 5 districts included m the 
irta of operation of each 1 he Superintendent-Secretary is 
in each case a Sub-Deputy Registrar, while the Deputy 
Registrar is usually on the Board The Registrar 
and the President of the Provincial Co-operative Union 
are ex-officio members of the Board of each A com- 
mittee of the Provincial Co-operative Union will control the 
lines on which these schools work There is a central school 
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in Madras conducted entirely by the Government E\en 
this school may be expected to be controlled by the Union 
in course of time 

Bengal Classes for Secretaries — Co-operative education 
m Bengal was, at first, conducted only by the Registrar’s 
staff, but now the Co-operative Oiganization Society of the 
province renders considerable assistance in the work Two 
classes were held last year for two weeks at the agricultural 
farm at Dacca for the secretaries and assistant secretaries 
of the Central Banks and auditors of the department 

Classes for Supervisors — Three classes for the supervis- 
ors of the Central Banks were also held for about a fort- 
night, and officers of various departments took part in the 
classes Practical training in agriculture was given to 
supervisors in all those three classes, such training being 
considered an integral part of their education Auditors and 
Inspectors of the department, after their first appointment, 
are placed under senior officers for a few months, and are 
subjected to a departmental examination They are also 
encouraged to attend the classes organized for supervisors 
Two refresher courses were held m the year, and were at- 
tended by some members of the departmental staff and by 
some members of the paid staff of the Central Banks The 
Bengal Organization Society arranged Provincial and Divi- 
sional Conferences and lectures and magic lantern shows 
through two paid lecturers, and also celebrated the Co- 
operators’ day It organises agricultural and industrial 
exhibitions during the sessions of conferences It also took 
a prominent part in the Demonstration Tram organised for 
the third time by the Eastern Bengal Railway in 1929 in 
collaboration with other departments 

United Provinces Classes by the Union — The Co- 
operative Union established in 192S does the work of 
propaganda and that of audit The supervisors working 
under the Union are trained by the Registrar’s staff of 
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Inspectors The subjects taught include agriculture, sani- 
tation, hvgicne, besides the principles and practice of co- 
operation Ofheers of other departments concerned take 
part in the work of training The period of training was of 
three months, including one month’s training m agriculture 
and another month’s practical training under the Inspector 
It has now been extended to one year 

Class for officers — The training classes for co-operative 
officers in the province were started in 1916, but were re- 
modelled in 1928 when an Educational Inspector as in the 
Punjab was appointed The period of training lasts for six 
months Besides the co-operative subjects, training is given 
in agriculture, sanitation, scouting and rural reconstruction 
\ftcr this period of training candidates are placed under 
Circle Inspectors for practical training for a period of three 
months I he training work is conducted under the direc- 
tion of the Registrar 

Bank Managers’ Class — \ two and half month’s training 
for Bank accountants and managers was held last year and 
the experiment is proposed to be continued everv jear 

Training of school teachers — In Benares, school teachers 
are being trained to become village guides The experi- 
ment deserves to be followed b\ other provinces 

Central Provinces and Bcrar — Co-operative education did 
not receive much attention in this province for a long time 
I he Co-operative Federation established m 1923 has begun 
to hold classes for the secretaries and panchas of societies 
lasting for about a week Classes for Managers and Ins- 
pectors are held for about 3 months, and those for 
instructors and secretaries for six weeks Refresher courses 
are held for Circle auditors and the superior staff of banks 
for about 8 davs \n Educational Inspector has recently 
been appointed bv Government to assist in the work of 
training 

Co-operative Rallies — Since 192G, the Registrar has de- 
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vised a new system of education, known as Co-operative 
Rallies or village conferences for a day, with the help of 
directors of Central Banks General lectures on co-opera- 
tion are given and the working of each societj is examined 
Doubts and apprehensions in the minds of members are 
cleared and the moral aspects of the movement are empha- 
sised The number of such rallies held in 1928 was 355, 
and the number is increasing ever} jear 
Divisional Federations — Berar has established its own 
Co-operative Institute, so also the Jubbulpore and Ner- 
budda Division has got its own Both the Institutes hold 
classes for training the literate members of societies and a 
refresher course for auditors and managers 
Revised scheme of education — In 1929, the whole system 
of co-operative education in the province was thoroughlj 
revised by a Committee specially appointed for the purpose, 
the additional funds, required for this work as well as for 
strengthening the work of supervision, being proposed to be 
raised by a levy from societies, supplemented by a grant 
from Government The Group system, now placed under a 
Central Board, will undertake a large part of the educational 
work in society areas 

Burma — The work of co-operative education is being 
done by the Burma Co-operative Council through classes 
held for a week to a month A regular Co-operative school 
was maintained for 2 years, but its work was suspended for 
want of funds The Council holds examinations for audi- 
tors and supervisors twice a year 

Assam — The Surma Valley Co-operative Organisation 
Society organises training classes of 6 to S teachers for 
secretaries and committeemen of rural societies 

Common work in all provinces — In all the provinces co- 
operative conferences are held and the Co-operators’ Day 
is celebrated, and these occasions afford further opportuni- 
ties for the spread of the knowledge of co-operative prmci- 
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pies Co-operatne journals also are published m almost all 
the pnmnces in \ernacular as well as in English 

Considerable progress in co-operatne education has also 
been made in the Indian States, especially in M\sore and 
Baroda 

Illiteracy a hindrance to co-operative education — It will 
be seen from the aboie resumfe that the work of co-operative 
education has not \et assumed so e\tensi\e and intensiye 
a magnitude as in Germam and England The chief diffi- 
cult! in the yyay of spread of co-operati\e education in this 
countri , besides the multiphcit\ of languages in some pro- 
vinces, is the illiteracy of the people, with the result, that the 
work of imparting knowledge of co-operati\e principles and 
practice has to be done more by word of mouth than through 
w’ritten literature, and therefore demands the employment of 
a larger number of teachers And though it would be pos- 
sible to instil principles of co-operation among persons who 
are not literate, yet, unless there is some background of 
literacy, the teaching proyes to be of little yalue w’hen these 
persons haye to apply the principles learnt in practice as 
chairmen, secretaries or members of Committee 
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CHAPTER LV 

II EDUCATION FOR CO-OPERATORS 

Need of Genera! Education — Educational Activities of the British 
Societies — Toth High Schools of Scandinavia— Objects of the 
Schools — The personality of the Teacher — Union of Folk High 
Schools — Illiteracy m India — Educational wort by the Co operative 
Movement — Impoitance of Adult Education — Adult Education Soci- 
eties of the Punjab — Nature of Adult Education — The Suggested 
Adult School — Funds — Contributions from >i Hagers — Contribution 
by F noticing Hanks — Contribution bv Local Boards — The aim m 
view 

Need of general education — For the proper development 
of the co-operative movement, education in co-operation, 
however intensive, will not alone be able to do even half the 
work it has in view, unless there is a grounding of general 
education among the members In England and Germam , 
at the ^tart of the movement, illiteracy, no doubt, prevailed 
among the masses to a great extent, but some facilities for 
education did exist, such as those provided by the clergy 
and other private agencies After the State undertook the 
work of free national education, the co-operative movement 
ceased to face the difficulties arising from illiteracy among 
the members, and began to make great strides The effi- 
cient conduct of a co-operative society, whatever be its 
type, presupposes some educational qualification, at least 
tn the case of those entrusted with its management, and 
where general ilhterac\ prevails as in India, there is hardly 
any scope for the selection of eien a few men on the manag- 
ing committee who can understand business No movement 
stands in greater need of general education among its fol- 
lowers than does the co-operative movement 
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Educational activities oj the British Societies — It must 
be noted in this connection, that the co-operati\e store 
societies of Great Britain have made it a point, from the ver\ 
inception of the movement, to set apart a certain sum out of 
their profits for educational work among their members 
In the earlier da\s of the co-operati\e movement, when the 
State had not taken upon itself the work of national edu- 
cation, most of this monei was spent in assisting members 
or their children in receiving some sort of elementar\ educa- 
tion ^fter the national system of free elementary educa- 
tion of children was established, the societies devoted a 
part of their educational funds to the provision of secondarv 
school scholarships for members’ children, or the payment 
of fees for members who attended technical or other classes 
Now that the State has taken upon itself the responsibilitv of 
this further education, the societies spend their educational 
funds on the intensive education of the members and of 
their families in matters affecting them, not merely as co- 
operators but as citizens Education for citizenship takes 
the form of training men and women to take part in the 
work of social reform, and of fitting them to take an intelli- 
gent part m municipal and other public organizations amd 
affairs, and of making them interested in the welfare of 
their fellow-beings 

rolk High Schools of Scandinavia — The success of the 
co-operative movement in Denmark is largclv due, not mere- 
1\ to the spread of free elementarv education among the 
masses, but also to the efficient general education of the 
grownups provided by the Folk High Schools which have 
become important educational institutions in the three 
Scandinavian countries, and therefore deserve special at- 
tention The movement was started by Grundtvig who was 
a priest Though general education had been introduced 
from 1814, Grundtvig thought that the peasants required 
special attention to broaden their minds and stir up their 
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national sense He introduced for them a new type of school, 
in which teaching was to be given not so much through 
books, as through speech, discussion, and song Adult 
pupils only were to be admitted, and he stoutly opposed the 
secondary and continuation school as not fitted for the 
peasantry^ The first Folk High School was opened in Den- 
mark in 1844, in Norway in 1864, and in Sweden in 1868 
The movement soon spread throughout the three countries, 
and there are now several schools in each of them, and 
about one-fourth the rural population is passing through 
these schools every y r ear, being the approximate number of 
youths and girls reaching the age of 17 

Object of the schools — The principal object of the schools 
is not so much to impart information, as to awaken the 
adult mind, to teach the voung man (or woman) to use his 
eyes and ears, to understand what he sees and hears, and 
to wish to undei stand and know There is no teaching of 
religion, though the teaching is permeated with ethical and 
national feeling Debates and discussions are often held by 
the students under the guidance of the teacher They 
examine the administration of their village, the constitution 
of the provincial and national Governments, and the laws 
which aftect themselves and their normal occupations The 
education has an intense rural bias, and the pupils educated 
m the schools return to their farm and cultivate the land 
In addition to these two forms of education by instruction 
and discussion, they learn also by song in a way that arouses 
generous emotion and awakens dormant feelings of brother- 
hood The main course is of six months, an extra couple 
of months being allowed to those who wish to remain 
longer Women are admitted by the bigger schools, but 
are housed and for the most part educated in a separate 
wing , a few schools are for women only Their curriculum 
includes domestic training, hygiene and farm-yard subjects 
The majority of schools conduct also short courses, from one 
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to three months, in the summer time when men cannot be 
spared for long from their farms The ordinary age of 
admission is se\enteen, and none are admitted before that 
age, persons of middle age occasionally join Latterly, 
there ha\e been created a few advanced Folk High Schools 
having three annual courses of six months 

The Personality of the Teacher — The personality of the 
teacher is a great element making for success in these 
schools Many of them are started by mdi\iduals who are 
animated by a sense of duty of national uplift, assisted by 
junior teachers recruited from the Umv ersities Patriotism 
and the feeling of brotherhood guide their work There are 
no marks or examinations, though a certificate of attend- 
ance is usually given to a pupil at the end of the course 
The schools are subject to a periodical Slate inspection, 
since they receive a State grant The income of the schools 
is derived from fees, and a lump grant is made bv Govern- 
ment, which also pavs half the pay of the teachers, after 
the budget of the school is approved 

Union of Folk High Schools — The Union of Danish Folk 
High Schools is formed bv the teachers Its object is to 
arrange discussions on questions of common interest, to 
maintain a Provident Fund (to which the State subscribes 
an amount equal to the teachers’ contributions), to fix scales 
of pay, and to hold courses for voung teachers The State 
also makes a grant to the teaching department 

Illiteracy in India — The illiteracy of the masses in India 
has become a great hindrance to the progress of the co- 
operative movement m the country The selection of half 
a dozen literate men in an Indian village to take up the w ork 
of management of a societv becomes, as a rule, well nigh 
an impossible task In the case of a large number of rural 
soceties, it is even difficult to get hold of a single literate 
person to do the Secretarv's work, which has, therefore, to 
be entrusted to a school teacher or a village revenue official 
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if there be one, and where none of them are available, a 
group or circle secretary is appointed to work for two or 
more neighbouring societies Thus, there being none on 
the spot to check his accounts and work from time to time, 
he often becomes the master of the situation with the result- 
ing evils which we so often read m the various Registrars’ 
administration reports Though most of the local Legisla- 
tures ha\e recently passed measures for facilitating free 
compulsory education on the principle of sharing the cost 
between Government and local bodies, the actual work 
undertaken so far has been ver; small on account of the 
frequent inability of the former to prepare a scheme for want 
of funds or the mabilitv of the Government to pa) its share 
Thus, at the present pace of progress, it might take several 
decades to spread education among the whole mass of 
people 

Educational work b\ ihc Co-operative Movement — Mean- 
while the co-operative mo\ement, in spite of the scantv 
resources at its disposal, is taking measures for the spread 
of literacy among the children of the members Many soci- 
eties in almost all the provinces are spending some portion 
of their profits on this object In Bihar and Orissa, several 
societies have established Pathashalas or vernacular schools 
for the children in society areas The Central Banks make 
grants to the schools In Bombay, several societies make 
grants and contributions to schools or award scholarships 
and prizes In Bengal, many societies spend on education, 
and some maintain night schools and even higher schools 
In the Punjab, societies are formed for imparting compul- 
sory education to the children of the members who pledge 
themselves by their bye-laws to send their children regularly 
to school and in default to pav a small fine The United 
Provinces have commenced to follow in the footsteps of the 
neighbouring province 

Importance of Adult Education — Laudable as these efforts 



arc, it must be recognised that primart education of the 
children will take more than twent) tears to be of direct 
use to the motement, and it would be unjustifiable to wait 
for such a long period without being able to produce men 
within the motement to help it Adult education, on the 
other hand, will ha\c an immense potentiahtt to co-opera- 
tors for supphmg the deficicnct in their mental equipment 
Adult Education Societies of the Punjab — In the Punjab, 
when the societies for the compulsort education of children 
proted to be a success, those for '\dult Pnman Schools 
on co-operati\c lines were started, and their example has 
been followed b\ the educational authorities The Co- 
operate e and the Educational Departments now work in 
friendlt emulation, and grants are gnen to both t\pes of 
schools bj the local authorities or the pro\incial Gotern- 
ment There are now more than 2,000 adult schools m the 
prot incc, the majoritt of the students being rural 1 heir 
course, howeter, cotcrs onlt the three R’s, with simple 
mensuration and is therefore finished within six months 
Nature of Adult Education — But the education which has 
for its object the preparation of men for leadership in co- 
operate e and other social work, should not confine its 
scope merclt to the three R’s The minds of the men to be 
trained ought to be opened up b\ imparting general educa- 
tion through courses of lectures on such subjects of interest 
as will bring them in contact with the larger ctcnts and pos- 
sibilities of the world \nd for this purpose, the two of the 
three R’s — writing and arithmetics — mat well be relegated to 
a secondare place, concentrating the efioft on enabling the 
students to learn to read as earlj as possible, so as to help 
themsehes in the further quest of knowledge The methods 
of the Scandinatian Folk High Schools are emmentlt suited 
to our countrt, bearing, howeter, in mind the fact that the 
people m those countries start with the initial adtontage of 
free primary education protided bt the State, while tve hate 
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to begin with it, but we must confine it to the bare require- 
ments, making it a foundation for a higher stagL 

The Suggested Adult School — The adult school must be 
started in a big rural centre An intelligent school teacher 
with a little extra training should be able to take up the ini- 
tial work This must be supplemented b\ lectures on select 
subjects delivered by the teachers of the nearest High 
School, and by the members of the stall belonging to the 
Departments of Health, \griculturc, Co-operation, and such 
others as are willing to take part in the work Qualm 
rather than quantit\ must be aimed at There must be no 
burn, therefore, in multipHmg the number of such schools, 
but all efforts must be concentrated in increasing the efii- 
ciencv of the few schools that might be started in some 
select districts 

Funds — I he funds at our disposal for the work of edu- 
cation arc no doubt \cr\ scant\, but we must make the 
best of the resources that are or that ma\ with '-omc eflort 
be made available The Co-operatne Societies Act of 1912 
allows societies to set apart 10 per cent of their profits for 
educational and charitable purposes The Bomba) Act of 
1925 has gone further b> increasing the percentage to 20 
Societies m general, no doubt, have been taking advantage 
of this power allowed b\ the Act, but the funds are at 
present frittered away in carious charitable directions 
Charitv should aKvav s begin at home, and the best form it 
can take, especially in the case of rural societies, is the 
education of the members of the societies and of their adult 
neighbours who may be expected to join them sooner or 
later Where the profits of each jear are insufficient, as in 
the case of smaller societies, they must be allowed to ac- 
cumulate till they assume a decent figure to start the work 
Another alternative is for a group of neighbouring societies 
to pool their shares of profits for starting an adult school 
at different centres b\ turn This can best be done in the 
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areas of the Supervising Unions through the agency of the 
Union 

Contributions from villagers — It should be possible to 
collect some amount from the -villagers concerned, if the 
collection be made in Kind instead of m cash Collections 
made in this wav during the harvest time may assume a 
decent shape for being utilized for the purpose of education 

Contribution bv Financing Banks — The Central Financ- 
ing Banks should also make it a point to contribute liberallv 
towards the cause of adult education in areas financed bv 
them Since the profits made bv them are derived from 
loans advanced to rural societies, there is everv justification 
for using a portion of them in the cause of adult education 
of the members of those societies It will be the best invest- 
ment the banks can make, as it will result in the intelligent 
and efficient participation of the vyork of the societies It 
mav also be suggested for consideration that a small lev), 
sav Jth per cent mav be made on the loans advanced to 
societies to augment the contribution made bv the banks 
In Bombav, a portion of the rebate of interest paid by the 
Provincial Co-operative Bank mav also be used for the 
purpose 

Contribution bv Local Boards — The two main sources of 
the funds indicated above will be insufficient to run efficientlv 
even a few schools in the districts The District Local 
Boards in the Bombav Presidencv, have each been spending 
annually on education more than two to five lakhs of rupees 
including the Government grant Thev must be induced to 
applv at least i/ioth per cent of their educational budget 
on adult education either bv spending it themselves on the 
object or by handing over the contribution to the Central 
Banks or to a Joint 4dult Education Board, to be formed m 
each District, of the representatives of the Local Board, the 
Central Bank and of the District Branch of the Co-operative 
Institute 
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1 he aim m view — The success of a few schools run on the 
lines indicated above is sure to create a demand which the 
villagers themselves will in course of time try to meet as 
far as they can, requiring the support of outside funds to 
a smaller extent Thus, by a concentration of resources and 
efiorts, a beginning can be made in supplying a rital defi- 
ciency in the existing rural structure Educational work of 
this nature will not only raise the level of the co-operative 
movement, but will also lead to agricultural improvements 
and to social amelioration to the lasting benefit of the 
countrj -side 


CHAPTER LVI 

CO-OPERATION AND THE STATE 

I Attitude of the State towards Co-operation 

I he two aspects — State help by legislation and concessions — Facilt- 
ttes by the State to Agriculture — Slate Subventions — State Con- 
trol — Objections to State Control — Powers of the Registrar tn 
England — Powers of the Registrar tn India — Financial aid tn Eu 
rope — Financial Aid tn India— -Reasons for State-Aid 

II Attitude of the Co-operative Movement towards 
the State 

Neutrality m Politics and Religion— Attitude of Politicians— Condi- 
tions in Italy and Belgium— Conditions tn Germany — Influence of 
Socialism— Conditions in Great Britain— Sir Horace Plunl ell’s 
Opinion— Religious and Political Neutrality in India— Further 
Relations 

I ATTITUDE OF THE STATE TOWARDS CO OPERATION 
The two aspects — The relation of Co-operation and the 
State must be examined from two points of view, that of 
the attitude of the State towards the Co-operative Move- 
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ment, and tint of the attitude of the movement towards 
the State We ^ ill first examine the former aspect of tin 
subject 

Stale help b\' legislation anil conclusions — The Co-opera- 
ti\c Movement in European Countries, like England, 
Germanj and France, was initiated bv the people them- 
selves, without the intervention of the Stale flic Stores 
movement was started b) the people themselves, and though 
the Credit and Productive movements were initiated bv 
philanthropic idealists, tlicv held no commission from Gov- 
ernment All that the State did was bv providing special 
legislation, and waiving fees pavnble to the State, in respect 
of stamp dutj, registration, and remitting income-tax on 
profits In England and Germain, the co-operators have 
alvvajs repudiated State help bevond this stage Ml that 
tlicv asked was "a fair field and no favour” 

Facilities by the Stale to lgrictilturc — In the modern 
development of agriculture, a second form of State help is 
verv noticeable, as in Denmark, Ireland, New Zealand, 
Canada, the Lnited Stales, and verv manv countries, where 
the State has plaved a great part in performing or assisting 
functions which neither voluntarv association nor individual 
enterprise could alone perform in providing technical edu- 
cation, expert advisers, exhibitions and prizes, in distribut- 
ing information in all forms, in finding out markets, 
controlling railwaj rates, subsidising steamboats, and even 
grading, branding, warehousing and refrigerating produce, 
and maintaining trade agents abroad These things have 
not been done for co-operative societies alone, but for agri- 
culture in general, but co-operation has been clucfiv bene- 
fited, and much has been done express!) to encourage the 
formation of associations of cultivators and provincial and 
national federations of such associations, and government 
departments of agriculture arc found acting through such 
bodies, and with their advice and assistance 
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State Subventions —The third form of State help by 
direct sub\ entions is considered to be most questionable, 
though much has been done in this way for agricultural and 
industrial co-operation in some countries Many authonties 
while admitting the great dangers from money subventions, 
have acknowledged that advantages overbalance them, if 
self-help is not throttled, and initial difficulties, which would 
otherwise be insuperable, are overcome Experience shows 
that government, especially in poor countries, can do a very 
great deal for agricultural co-operation, in so far that self- 
help and private initiative are not stifled In the matter of 
organizing the mortgage credit of agriculturists, the Gov- 
ernments of all countries have given help in one form or 
other, so also in the matter of co-operative housing for the 
benefit of the working classes in towns and cities In Ire- 
land, the agricultural banks have been financed at 3 per 
cent by the Irish Department of Agriculture and the 
Congested District Boards 

State Control — In some countries the State has gone 
further, and seeing the backward condition of agriculture 
and the importance of agriculture to the nation, has sought 
to create an organisation where none previously existed 
From this has arisen a tendency to paternalism In Austria 
and in France particularly, this has been pushed to such 
great lengths as to have almost destroted the possibilities 
of free co-operation in many directions There is hardly a 
society in Austria which does not owe its origin in some 
measure to governmental assistance, with its corresponding 
obligation to accept governmental control In France, the 
whole ‘ Credit Agricole” system has been built up by State 
loans, and is officially supervised, the free Raiffeisen banks 
started by M Durant being in a very small minority Of 
recent years, a similar attempt has been made in Germany 
in regard to agricultural co-operation With Government 
encouragement, Herr Haas formed the great Imperial F ede- 
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ration to embncc nil German agricultural societies, though 
the Raiffeisen societies held aloof from it, lining formed 
their own Federation I lie Prussian Central Co-operiti\e 
Bank was formed, state-subsidised and state-controlled, 
seeking to act as the ape\ of the whole co-operatnc si stem 
Neither the Raiffeisen nor the Sehubc-Dchts’sch banks ha\c 
joined it In Itah, though financial aid hi the State is 
\erv extensile, it is judiciotisli regulated, without rigorous 
control 

Objections to State Control — The objections to state- 
control are based on the ground that it strikes at the root of 
the principles of freedom and indcpcnelcnce on which the 
moiemcnt is based It is urged that Goiernnienl supern- 
sion lacks both simpathi and enthusiasm, and is not con- 
cerned with consequences, and that an \uditor or Supcr- 
usor appointed In Goiernment has no personal interest for 
the moicment, and discharges Ins duties mechanical!} in a 
ivai to please his superiors and maintain his position and 
salan Official control and interference weakens the spirit 
of self-reliance and self-assertion, and creates a tendenci 
to call alwais for official assistance, without realising the 
\alue of personal effort A moicment fostered under such 
conditions shows signs of utter helplessness when the con- 
trol is slackened, and therefore affords little chance for its 
complete removal eien after attaining age 

Powers of the Registrar m England — In most European 
Countries, the registration papers of a socicti are filed with 
some Cnil Officer or in a Court of Law In England, how- 
ever, there is a special officer under the name of Registrar, 
who, with two assistants under him, is charged with the 
dutj of registering societies, and of insisting on their con- 
forming to the requirements of law, and on the production 
of audited annual and periodical returns He does not 
exercise the functions of audit and inspection of the soci- 
eties, but has the power of inquiry and cancellation, and m 
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certain circumstances, to take penal action against the mem- 
bers and officers concerned 

Powers of the Registrar in India — In India, the Regis- 
trar with his staff has the powers, not merely of registra- 
tion of the societies, but also of audit and inspection, and of 
enquiry, cancellation and liquidation The Bombay Act has 
further given him the penal powers on the analogy of the 
English Acts The wider powers of the Registrar in India 
are justified on the ground of illiteracy of the masses for 
whom the co-operative societies are mainly intended At 
the time when the movement was initiated, there were no 
organisations which could take up any of these functions, 
but now that such organisations have come into existence, 
the non-statutory functions of education, propaganda and 
organisation are being performed by them, and in some pro- 
vinces those of supervision and audit also 

Financial aid in Europe — In England, the co-operative 
store movement has been able to create sufficient funds for 
all its work without extraneous help The co-operative 
housing movement, on the other hand, in that country has 
received financial aid, and to a greater extent after the war 
The post-war policy of all the European Governments, and 
recently even in England, has been to render financial aid 
to agricultural co-operative societies of all kinds, and in 
some countries, even to industrial and store societies This 
feature has been conspicuous in Italy, France, and some 
other countries 

Financial aid m India — In India, Government at the 
initial stage used to make a grant up to Rs 2,000 to every 
society, equal to the capital raised by it, repayable in ten 
annual instalments at a low rate of interest But the grant 
was discontinued when the societies were able to obtain 
loans from other sources, and later on from the central 
banks when they began to be established In the case of 
house building societies, Government loans of long-term 
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have begun to be granted in man) provinces Government 
has also commenced to give financial aid to mortgage 
banks in three provinces, by purchasing their debentures or 
guaranteeing the interest thereon up to a certain limit 
But agricultural non-credit societies and industrial societies 
which stand in need, not merel) of cheap loans but also of 
subsidies and technical advice, especially at the initial stages, 
receive very sparing support from Government Railway 
concessions, provision of technical education, and finding 
out of markets are conspicuous bv their absence in India 
If Government initiative and control of the movement were 
considered to be necessary on account of the illiteracy of the 
people concerned, these facilities may be justified with great- 
er force on account of the poverty of those verv people 
Reasons for State-Aid — The co-operative movement in 
countries where it took its birth was in its initial stage 
under the shadow of Government suspicion, and even of 
> open hostility But all Governments now acknowledge 
that the movement has the effect of stabilising agriculture, 
industr), and trade, and thus indirectly has the effect of 
stabilising the State itself The greatest danger to every 
State has arisen from the increase m the ranks of the 
property-less proletariat, as a result of the modern methods 
of centralisation of trade and industry And when it is 
recognised, that the co-operative movement has been active- 
ly helping the proletariat in coming by and owning property, 
that wherever such results are achieved the people so helped 
are unwilling to lend their hand to any movement likely to 
endanger their stake in the stability of their Government, 
every State will and must come forward to give its full 
support in all possible wavs to a movement whose work has 
the greatest possible influence in ensuring the peace and 
prosperity of the country 
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II ATTITUDE OF THE CO-OPERATIVE MOVEMENT 
TOWARDS THE STATE 

Neutrality in Politics and Religion — The attitude of the 
Co-operative Movement in most countries has been to keep 
away its followers in their capacity as co-operators from 
taking an active part in party-politics or m religious move- 
ments, if there are religious and political parties in the 
country This attitude is quite necessary to prevent disunion 
and quarrels in their own ranks and maintain harmony and 
continuity in their work Societies which have imported 
such political and religious differences in their midst have 
perished woefully, testifying to the fact that union in the 
conduct of co-operative business is the prerequisite of 
strength The Irish Agricultural Organisation Society has 
remarkably succeeded in maintaining this neutrality from 
its inception, in spite of the distracted condition of the 
country up till recent years In the same way, the store 
movement of Great Britain until recently kept aloof from 
politics, until Government’s own attitude forced its hands 
Attitude of Politicians — On the other hand, politicians, 
both within and without the movement, have made repeated 
attempts to capture it for their own ends Though such 
attempts have not succeeded in England and Ireland, the 
same cannot be said of Italy and Belgium 

Conditions in Italy and Belgium — In Italy, there are three 
distinct sections — the Catholic, the Socialist, and the Neu- 
tral or Liberal In some places, there are three credit 
societies, one representing each of these sections, working 
with jealousy and suspicion between them In Belgium the 
country is divided into two parties, the Catholics and the 
Socialists The former predominate among the rural popu- 
lation, and the latter among the urban artisans The rural 
societies are monopolised by the Catholics, being assisted by 
the clergy, and the town societies by the Socialists 

Conditions in Germany — In Germany, political theory 
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more than politics has played some part in the history of 
German co-operation, and is responsible for the greater 
number of federations than is necessan This is partly 
also due to the attitude of the State which is anxious to 
play a paternal role in the movement 

Influence of Socialism —The spread of education and the 
extension of franchise have given strength to labour in 
every' country in the spread of the ideas of socialism These 
developments have reacted on the co-operative movement 
For a long time the Co-operative Movement of Great Britain 
was content to leave its interests watched by its Parliament- 
ary Committee which was able to speak through one or two 
members of Parliament This attitude was maintained in 
the face of great influence that was brought to bear on 
co-operators by men with distinct socialistic views, but the 
War conditions brought about a distinct change m their 
outlook In spite of their strong support of Government 
during the crisis, they were neglected and passed over m 
favour of middlemen, their societies were subjected to Ex- 
cess Profits Duty Consequently, a National Co-operative 
Representation Committee was created with the express 
object of securing direct representation in Parliament and 
other administrative bodies for co-operators, the societies 
undertaking to contribute to the political fund for making 
grants in support of candidates and for political propaganda 
The co-operative representatives now, not merely watch 
the interests of the movement, but take an active interest 
in the promotion of State Socialism of the Fabian Society 
as advocated by Mr Sidney Webb, (now Lord Passfield) 
and Mrs Webb 

Conditions in Great Britain — In spite of the above politi- 
cal turn, the co-operative movement in Great Britain on the 
whole is neutral towards religion and politics, and the pru- 
dent resolve made to that effect by' the Rochdale Pioneers 
is universally accepted The need for such neutrality has 
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been frequently emphasised at the Congresses of the Interna- 
tional Co-operative Alliance In a paper read at the Twelfth 
Congress held m 19 27, Mr Albin Johanson, Director of the 
Swedish Co-operative Wholesale and Union, remarked 
“The Twenty-eight Weavers had assuredly other interests 
besides their Co-operative Bantling, they lacked nothing in 
political fervour But they saw that these two interests 
must of necessity be kept apart — they would not mix The) 
were moved partly by a natural desire to avert squabble and 
dissension among the members - If such discretion and 
impartiality were necessary in those days, the reasons for 
holding fast to that view and position are much stronger 
now Infinite mischief would be wrought if, for instance, 
Denmark’s farmers should make their Co-operation serve 
as handmaid to the political party to which individual!) 
they all belong, or if Sweden’s workers should demand that 
Swedish Co-operation should support the party to which, 
separately or collectively, most of them are attached The 
result of this neutrality is that men from very different 
social strata have become interested in the movement If 
co-operators, m their co-operative meetings, debated politi- 
cal issues and excited themselves into resolutions thereon, 
these critics might, perhaps, for a little while, be happv 
Their burblmgs ask merely for wrangling and division in 
Societies, for the members who are keen politicians would 
as vigorously argue and prefer their views, grouping with 
kindred spirits for the purpose The opponents of co-opera- 
tion stigmatise the Movement as Socialist They know 

that if only they can convert or pervert the Co-operatne 
Movement into a religious or political coterie its progress 
will cease In some countries where Labour dominates 
there is greater difficulty m maintaining full neutrality The 
co-operative programme is even here so well conceived that 
where it is respected no one member can ever trespass on 
the equal privileges of another ” 
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Sir Horace Plunkett’s Opinion —The veteran co-operator, 
Sir Horace Plunkett, who has made co-operation his life- 
work, says “since their organisations must include men and 
women of all political opinions, co-operators must give a 
wide berth to part\ politics” The success and, indeed, the 
sumval of the Irish Co-operatne Movement during the life 
of a generation, ma\ reasonably be attributed to the faithful 
observance at all meetings of societies of a non-political 
and non-sectarian pledge, which is m the constitution of all 
societies 

Sir Horace, however, makes it plain that this abstinence 
from politics does not mean that co-operative societies re- 
quire no state aid He emphaticallv states that they may 
legitimately demand technical instruction , agricultural ex- 
periments and research , useful information for adults (by 
lectures, leaflets and broadcasting) , a redirection of general 
education in the rural schools, the extension of credit faci- 
lities to Co-operative Societies and the consequential audit 
of their accounts, the regulation of transport, so as to pre- 
vent discrimination (either in freights or facilities) against 
agricultural consigners, the marketing and branding of 
graded produce, and similar aids to farmers conceded by 
continental governments 

Religious and Political Neutrality in India — The policy 
of neutrality enunciated above has been followed by the 
co-operative societies in India and has also been made obli- 
gatory by the Rules framed by some Local Governments 
under the Act The membership of the societies is made 
up of people of various religious creeds, and of various 
classes consisting of the peasants as well as people serving 
in various public and government offices On the same 
grounds, co-operative institutions refrain from taking part 
in the elections of representatives of the Local Boards, 
Municipalities and Legislative Councils But no restraint 
is placed on individual members of such institutions in 



taking part in religious discussions or political controversies 
or elections, so far they do so m their individual capacity 
Nor has there been any bar to the admission of any person 
to a co-operative institution solely on the ground of his 
particular religious or political creed 
Further Relations — When the co-operative movement in 
any country develops on a vast scale and assumes national 
proportions, it is likely to touch more closely than at pre- 
sent the policy of the State in matters of facilities to industry 
and trade The conflict will be keen if the capitalist inter- 
ests have a larger voice in the Government When, however, 
the movement seeks to become international 1 by establishing 
trade relations between the co-operative organisations of 
different countries, it will have to face more complex 
problems touching the policies of the different governments 
comprised within the sphere of its action, in regard to each 
country’s administration of tariffs, excise, subsidies, ex- 
change and labour Even the International League and its 
Court established by the leading Governments themselves 
have tried to keep aloof from these internal questions How 
far the co-operative movement m its wider scope of work 
proposed to be established between different countries, will 
be able to tackle these problems is difficult to answer If 
the League, however, were to take the International Co- 
operative Alliance mto its confidence, the latter would be 
able to help the nations concerned to a proper understanding 
of these bigger problems, leading ultimately to amicable and 
satisfactory solution 
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CHAPTER LVII 

PROGRESS OF CO-OPERATION 

Europe — Japan — India — Progress tn different Provinces — Predomt 
nance of Credit Societies — Inadequacy of capital tn the mo cment — 
Land Mortgage Banks — Agricultural Sale, Purchase and Produc 
tion — Agricultural Improvements — Co operatic e Insurance — Results 
of co operative work tn Rural Areas — Slow progress among back- 
ward classes — IJ'omen and the Movement — Rural IV cl fare — Urban 
Credit — Co operative Stores — Industrial Production — Co-operalme 
Housing — State Conduct of the Movement — Financing Banks — Co- 
operative Federations — Go < eminent Subventions — Examination of 
the Progress b j Different Committees — Defects and Drawbacks — 
Deeper Causes of the defects — Future of the Movement 

Europe — The Co-operative Movement has made remark- 
able progress in most \\ estern countries Without going 
into detailed figures, it maj approximately be stated that 
the movement embraces, directly or indirectly, about one- 
half the population in those countries with sufficient capital 
for carrying on their business without any difficult} Each 
country , hovvev er, has specialised in that line of co-operativ e 
activity which is best suited to local requirements and condi- 
tions of the people Thus, consumers’ co-operation and 
co-operative housing is specialised in Great Britain, credit 
co-operation and agricultural co-operation in Germanv , 
industrial producers’ societies in France and Itah, the 
labourers’ societies and joint farming societies in Italy , 
agricultural co-operation specialised in animal husbandrv m 
Denmark, and co-operative sale of agricultural produce in 
Canada and the United States of America 
Japan — Among the eastern countries, the movement has 
made good progress in Japan, though it was started as 
late as 1900 The number of societies in 192S were nearlv 



4fi9 


15,000 with a working capital of 1,200 million yens and a 
membership of 4 millions Taking 5 persons as constitut- 
ing the family of each member, the movement touches 20 
million persons, or one-third the population of the country 
Though credit co-operation predominates, most of the soci- 
eties have sale and purchase business annexed to them 
The movement is, however, wholly officialised as in India 
The Central Union started in 1905 is occupied in the work 
of propaganda and education 

India — In India, the movement was initiated by Govern- 
ment in 1904, and though it spread rapidly during the last 
quarter of a century, the pace was slackened after the first 
twelve years with a view to consolidating the work already 
done Besides British India, the movement has spread in 
many of the leading Indian States From the Statistical 
Statements of the Co-operative Movement in India published 
by the Government of India for 1928-29, it appears that in 
1929 the number of societies in India including Indian 
States was more than one lakh, the total working capital 
amounted to Rs 82 crores and membership to 40 lakhs 
However imposing these figures on the face may appear to 
be, they assume a small proportion when compared to the 
vast population of the country which forms one-fifth the total 
of the whole world Taking 5 persons to form the family 
of each person, the movement has not yet comprised more 
than 6 per cent of the whole population or not more than 
8 per cent of the rural population 

Progress in different Provinces — Taking the provinces 
individually, it is not possible to gain an idea of the spread 
of the movement merely from the number of societies regis- 
tered in each of them, as the average number of members 
per society varies considerably in different provinces Tak- 
ing, however, the total number of members of societies in 
the different provinces and comparing them with their popu- 
lation, and taking 5 persons to form the family of each 
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member, the movement comprises 14 per cent of the popula- 
tion in Bombay, 13 in the Punjab, 10 in Madras, 65m 
Bengal, 54m Burma, 3 5 in Bihar and Orissa, 2 7 in 
Central Provinces and Berar, 1 8 in the United Provinces 
Among the Indian States, Travancore has a percentage of 
22, Bhopal 13, Mysore and Gwalior 8 8 each, Cochin 8 7, 
Baroda 7, Cashmere 6 5, Indore 4, and Hyderabad 2 2 

Predomtnence of Credit Societies — In considering the 
progress in the different branches of the movement, it will 
be found that Credit Co-operation predominates the whole 
movement In the total figures quoted above for the whole 
of India including the States it is found that out of a lakh 
of societies of all kinds, more than 88,000 were agricultural 
societies with a working capital of 32 crores, 593 Central 
Banks with 28 crores, and 10 Provincial Banks with 8 
crores The number of non-agncultural societies was only 

9.000 with a working capital of 14 crores Even out of 
these, about 6,000 belong to the credit group, and only 

3.000 being made up of producers’ societies, stores, and 
other kinds of urban societies Again, among the agricul- 
tural societies those for credit alone numbered 80,000, the 
remaining 8,000 included societies for production, purchase 
and sale, and other miscellaneous societies in villages 
Since the Central and Provincial Banks mainly cater for the 
agricultural credit societies, the predominance of these soci- 
eties becomes further emphasised 

Inadequacy of capital in the movement — Out of the 32 
crores held by the agricultural co-operative societies and the 
36 crores held bj both the Central Banks and the Provincial 
Banks, nearly ig crores represent loans borrowed by the 
societies from the said banks, and about 4 crores represent 
the loans borrowed by the Central Banks from the Provin- 
cial Banks and the deposits held by the latter banks from 
the former These amounts being included in the working 
capital of the Central and Provincial Banks respectively, 
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their total amounting to 23 crores has to be deducted from 
the 68 crores, and thus the actual working capital of the 
movement representing agricultural co-operation is Rs 45 
crores Even this amount cannot wholly be utilised for 
loans as some portion has to be kept in reserve by the banks 
as a fluid resource against the capital raised in the shape of 
deposits for their timely repayment Whatever capital is 
placed at the disposal of the societies, it is utilised for ad- 
vancing loans to members mainlj for current agricultural 
purposes The total amount annually required by the agri- 
culturists in the countrj mav be estimated at about three 
to four hundred crores, of which nearly 75 per cent is 
borrowed Thus the present working capital of the agri- 
cultural section of the movement will be required to be 
multiplied about ro times to meet the current agricultural 
requirements of the cultivators in the country The situa- 
tion can be partially cased b} Government requiring the 
Imperial Bank to discount agricultural paper in the form 
of pronotes passed by the societies in favour of the financing 
banks and to allow cash credit to the banks at least to the 
extent of the fluid resources required by them 

Land Mortgage Banks — There are again the old debts 
due by the agriculturists to money-lenders which are esti- 
mated at rupees six to seven hundred crores for the whole 
country The major portion of this burden is secured by 
mortgage of the borrower’s property Some well managed 
societies have been helping then members to redeem old 
debts by means of loans obtained from the financing banks 
for terms varying from 5 to 10 years But such transac- 
tions have a limited scope as the amounts are small Re- 
cently, separate land mortgage banks are started in several 
provinces, the work being done on a somewhat large scale 
by means of long-term debenture capital raised with the 
help of Government in the three provinces of the Punjab, 
Madras end Bombay and in the State of Mysore But the 
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total capital imolved in these transactions in all the pro- 
vinces does not exceed rupees one crore, which shows the 
immensity of the task still lying before the movement 
Agricultural Sale, Purchase and Production — Agricul- 
tural sale, purchase and production have jet made little 
advance The total working capital of the societies started 
for these purposes consists of a few lakhs, and their total 
trade is still in the neighbourhood of only 3 crores m the 
whole country These facts show that not even a decent 
fraction of the membership within the credit movement has 
yet been helped in this line of agricultural co-operation 
The provinces which have made some advance m this direc- 
tion are Bombay in respect of supply of manure and imple- 
ments and sale of cotton and jaggery, Bengal m respect of 
sale of jute, paddy, and production of milk for supplying to 
towns In the latter Presidency provincial organisations 
have been started for the sale of jute and rice Those in 
Bombay ate doing good trade, though they have not yet 
assumed provincial magnitude It is too early to visualise 
the date when the movement would be in a position to 
capture through such organisations in different provinces 
an appreciable portion of the country’s agricultural export 
trade, which amounts to about 300 crores every year, or 
of the internal trade which is of a far greater magnitude 
Agi icultural Improvements — The annual loss to the coun- 
try through failure to take full advantage of the productive 
possibilities of the soil is estimated at Rs 500 crores An 
intensive propaganda is necessary to induce the agricultur- 
ists to adopt measures calculated to increase the productivity 
of the soil and to pi event wastage of various kind But 
this would be possible only' with the closer co-operation of 
the agricultural and Co-operative Departments, which the 
Royal Commission on Agriculture in India so eloquently' 
pleads for Some work of agricultural improvement is being 
done by societies specially started for that purpose Among 
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them, those deserving mention are the societies for Consoli- 
dation of Holdings and Better Farming Societies of the 
Punjab, the Taluka Development Associations of Bombay, 
and the Irrigation Societies of Bengal 

Co-operative Insurance — The insurance of agricultural 
risks is entirely absent in India Cattle insurance, which 
at one time held out a good promise in Burma, is now on 
the decline Two Co-operative Life Insurance Societies are 
recently started, one in Bengal and the other in Bombay 
They may succeed in urban areas, but their success in rural 
areas seems to be problematical in view of the illiteracy and 
ignorance of the people 

Results of co-operative work in Rural Areas — Though 
the movement has touched only a fringe of the rural popu- 
lation, and has not developed non-credit co-operation to any 
appreciable extent, it is acknowledged that it has produced 
good results wherever it has succeeded The societies have 
enabled their members to obtain loans on reasonable terms, 
and have helped to reduce the general rates of interest in 
the areas served by them There are cases of members, 
who having redeemed all their debts are enabled to develop 
their means with a better heart and increased resources, and 
thus to lead a hopeful life With the awakening created 
by the movement, the members of several societies have 
shown a keen desire to take measures for the advancement 
of education and sanitation in their tillages, and are spend- 
ing a portion of the society’s profits on such objects, sup- 
plemented in some cases by voluntary contributions 
Though results like these cannot be ascribed in the gene- 
rality of cases, they, nevertheless, show the possibilities of 
a well managed and successful society 
Slow progress among backward classes — Even the pro- 
gress of credit co-operation has not been uniform among all 
the classes concerned The people in the backward areas, 
such as aborigines like the Bhils, and even m the normal 



474 


areas, the agricultural labourers and the tenants-at-will like 
the Hans m Sind, are to a very small extent affected by the 
movement Special efforts, are, how cv er, being made m 
some of the provinces to bring these classes within the co- 
operate e fold The ProMncial Co-operntiv e Bank of Bom- 
bay has opened two branches m aid of the credit societies 
started for the Blnls of the Panch-Mahals District, and 
Government has appointed a special officer to help the work 
of the societies Another agency working in the interest 
of these people is the Bhil Seva Mandal organised bv Mr 
A V Thakkar, which is spreading education through a 
number of schools started for the people In Madras, a 
special Labour Department has organised a large number 
of credit societies for the “depressed” classes, and is help- 
ing the work of the societies in various ways In the 
Mysore State also, much good work is being done for the 
depressed classes Nearly 300 credit societies are started 
among them at various centres, and many members are 
helped by grants of land \ Building Co-operative Society 
has also been organised for them at Chikmagalur Thrift 
is being encouraged among them bv distributing brass home- 
savings boxes An interesting experiment recently' started 
is the establishment of the Cottigere Adi Karnatak Colonial 
Society Members, who settle in the Colonv, are being 
helped bv Government grants to build their own houses 
This scheme of the Colony is said to be full of promise, and 
has recentlv led to the formation of another colony at 
Byrapur 

Women and Hie Movement — One important feature, 
which distinguishes the co-operative movement in the West, 
is the active part taken in it by the women The stores 
movement of Great Britain owes its success to a great 
measure, not only to the shopping done bv the women for 
their households, but also to the active part taken by them 
in the affairs of the societies In Japan, too, women have 
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commenced to take much interest in the movement But 
in India, women are in the background In Southern India, 
especially in the States of Cochin and Travancore, women 
are not merely enlisting themselves freely as members of 
societies, but are taking an active part in ninny a societv 
This is largely due to the higher level of education amongst 
them than in the other parts of the country In Bombay , the 
women folk have commenced to take interest m the move- 
ment, but the feature is observ able only among the middle 
classes In Northern India, however, the Purda svstem 
as well as lack of education prevent women from taking 
any part in the movement But signs of awakening are 
visible In the Punjab, a special Inspectress is helping the 
organisation of thrift societies among women, about 12} 
having already been started In Bengal, the Suraj Nalini 
Dutt Memorial Association has organised a few women s 
societies or samitis, in the United Provinces a few co-opera- 
tive adult school societies are started by women, and in 
Bihar, a Ladies' Co-operative Conference was rcccntlv held 
Rural Welfare — No country Ins neglected its rural wel- 
fare to a greater extent than India, vet no countrv deserves 
to give more attention to the subject thin India on account 
of the predominance of rural interests comprising nearlv 90 
per cent of the population It is natural that the co-opt na- 
tive movement, being the only effort made to create rur d 
awakening, should try to comprise within its sphere, mat- 
ters of rural welfare other than those relating to mere 
business, such as health, educitton and social vcll-bcing 
Punjab led the wav in the matter of education, bv starting 
societies for the education of adults, and dso those fo" the 
compulsory education of the children of the numbers In 
the United Provinces, rural credit societies themselves hue 
started several Pathshalas or sehools for children Simiur 
vork is in evidence in other provinces to a gre iter o- less 
extent The anuinalarnl societies of Bing' 1 ! deserve .a 
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special mention as hating promoted the health of the vil- 
lagers by co-operative effort Rural reconstruction societies 
or associations, aiming at comprising all-sided activities 
relating to rural welfare including co-operation, are also 
being tried in manv provinces, but the experiments are on 
so small a scale, due to want of an adequate financial sup- 
port, that the} will take a long time before the} can make 
a permanent impression on the countr}side 

i rban Credit — Turning to the urban aspect of the movc- 
ment, it is found that here, too, credit co-operation pre- 
dominates, as has been alread} pointed out Urban Bank- 
ing has made tolerablv good progress in Bomba} and to 
some extent in Madras and Bengal Credit Societies of 
employees in offices and factories are also to be found, 
chief!} in these provinces, and to a greater extent in 
Bombav 

Co-operntr e Stores — The stores movement m India has 
on the v hole proved to be a failure, with the exception of a 
small number of societies started in some offices, colleges or 
schools In Madras, the Triphcane Store has, however, 
achieved remarkable success, as also a few smaller concerns 
in that province and in the Mvsore State 

Industrial Production — Co-operative effort in industrial 
production cannot be said to have achieved an} marked suc- 
cess in India Most of the societies started arc among the 
weavers, and the chief difficult} regarding the sale of finish- 
ed products has not been ov ercomc The central sale 
organisations started in Bengal and the Punjab on behalf 
of such societies arc of recent date Labourers’ societies 
are not in evidence, except in one or two provinces where a 
small beginning is made 

Co-operaiuc Housing — Bomba} has achieved remark- 
able success in Co-operative Housing m both the s} stems 
of co-parintrship and individual ownership Madras and 
Mvsore come next with thur loan societies for house build- 



ing as a feature The Punjab has one big society compris- 
ing a small township Industrial housing through co-opera- 
tion is entirety absent 1 he two housing societies started 
in the rural areas of Bombay deserve a mention under this 
category 

Siaie Conduct of the movement — The Co-operative 
Movement m India was started by Government and is also 
conducted by it The Registrar, as the head of the Depart- 
ment in each province, wields large powers of control, super- 
vision and inspection of the societies For a long time, he 
exercised also the non-statutorv functions of propaganda 
and instruction 1 hough the latter functions have been 
taken over by non-ofhcial bodies, the Registrar still conti- 
nues to be the guide, plnlosophci and friend of the move- 
ment 

Financing Banks — Regional Banks known as Central 
Banks, and Apex Banks known as Provincial Banks, have 
been started m each piovince, and also in many Indian 
Stales, with the object of acting as balancing centres for 
the primary societies, and also with that of forming a link 
between the mono -market and the movement These insti- 
tutions have helped to de-oflicialise the finance of the move- 
ment, and have also in all the provinces, except four, taken 
up the work of inspection or supervision of the societies 
financed by them They also organise new societies within 
their areas, and help the work of propaganda and educa- 
tion I hough a Government representative is appointed as 
one of the Directors of the Board of Management of the 
Central Banks in some provinces, he exercises no special 
powers beyond those exercised by other Directors 

Co-operative Federations — Non-officials were being as- 
sociated with the movement in most provinces in the work 
of organisation, and supervision from the commencement 
Since 1918, a non-official organisation under the name of 
Institute, Federation, Union, or Organisation Society, has 
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been started m cadi prcnince and also in the co-operatively 
advanced Indian States They have undertaken the work 
of propaganda and co-operative training, and in four pro- 
vinces also that of primary audit 

Government Subventions — \t the initial stage of the 
movement, Government used to make loans to credit soci- 
eties at a low rate of interest up to Rs 2,000 But this was 
discontinued after 4 or s vears Such grants have continued 
to be given in aid of societies started by backward classes 
or of industrial societies Long-term loans are being given 
to housing societies, and in the case of Land Mortgage 
Banks, facilities are given in the shape of guarantee of 
interest on debenture loan or subscription of some portion 
of the loan The system of Tagavi loans for land improve- 
ment, which was introduced even before the co-operative 
movement was started, has still continued, Joans being ad- 
vanced direct to agriculturists in most provinces, and 
through co-operative societies in Bombay Grants arc also 
made to Provincial Co-operative Federations or Institutes 
started for the work of co-operative propaganda and train- 
ing, but these grants, except in the Punjab, arc made on a 
very inadequate scale without regard to the extent or im- 
portance of the work undertaken 
Examination of the Progress by different Committees — 
The progress of the co-operative movement was reviewed 
in detail in a comprehensive resolution of the Government of 
India dated 17th June 1914 It was subsequently examined 
by different Committees appointed at different times, and 
their repoits containing their observations and recommenda- 
tions have been published '1 he Maclagan Committee ap- 
pointed bj Government of India published its report in 1915 
after examining the movement in the whole of British India 
A few years thereafter, some of the Local Governments 
appointed Committees to examine the movement within their 
respective provinces, and they too have published their 
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reports They are, the King Committee’s report (1922) of 
the Central Provinces and Berar, the Oakden Committee’s 
report (1925) of the United Provinces, the Townsend Com- 
mittee’s report (1928) of Madras, and the Calvert Commit- 
tee’s report (1930) of Burma The States of Mysore, Baroda 
and Indore had also appointed Committees to examine the 
movement within their jurisdiction Then came the Rojal 
Commission on Agriculture in India presided over by Lord 
Linlithgow Its report (1928) deals with the co-operative 
movement as forming a part of the agricultural conditions in 
the country Lastly, the Provincial Banking Enquiry Com- 
mittees appointed by all the local Governments have publish- 
ed their reports in 1930, making special reference to the co- 
operative movement as a component part of banking It 
may be noted that this last group of reports have considered 
the financial requirements of the urban artisans and small 
industries as well as those of agriculturists As for the 
Central Banking Enquiry Committee, it is still in session 
and its report cannot be expected to be out for some time 
yet 

Defects and Drawbacks — These reports have pointed out 
various defects and drawbacks in the movement, some of 
which are of local nature, and those common to the whole 
movement are mainly the existence and growth of overdues 
of loans in the case of rural credit societies, mismanage- 
ment in some cases, and the absence of efficient management 
in others These are ascribed to various causes, such as 
defective organisation, the absence of efficient supervision, 
want of a system in finance, etc The remedies suggested 
are the efficiency and increase in the strength of the Regis- 
trar’s staff, systematic training in the principles and prac- 
tice of co-operation, proper assessment of credit before 
advancing loans to societies, regulation of periods of loans 
on the basis of purposes, and adequate inspection and super- 
vision of societies They further suggest that efforts should 
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be directed towards the consolidation of the movement 
before undertaking further expansion 

Deeper causes of the defects — No exception can be taken 
to these recommendations, but they do not cov er all the 
causes which are at the root of most of the defects It is 
well known that the earning capacity of the average farmer 
in this countrv is very' small, and he has no subsidiary' oc- 
cupations to keep him engaged during the 4 to 6 months 
he is out of work Secondh , frequent bad seasons in several 
parts of the country upset his normal economic position 
Thirdlj, the absence of organisation of the farmers’ trade 
of sale and supplj makes him dependent on the middleman, 
who is often also the money-lender himself Fourthly, the 
existence of old debts due by him to the money-lender, de- 
tracts from his allegiance to the society And lastly, the 
total illiteracy of the rural population has made it necessarv 
in many cases to engage an outsider for doing the Secre- 
tary's work of two or more societies, W'hereby the efficiency 
of all the societies under him is impaired It is for these 
reasons that many writers have been urging the project of 
rural uplift as a w'hole, wnthout confining the work to a 
single aspect of rural well-being 

Future of the movement — The co-operative movement in 
India has a great future before it, if worked on sound lines 
and pushed on in all possible directions as in European 
countries, so as to embrace the manifold economic and 
social activities of the rural as well as the urban population 
m need of help But if the movement is to make any head- 
way , and benefit a larger section of the people, they should 
be so educated as to take the W’ork of initiation, organisation 
and supervision in their own hands, instead of trusting to 
some outside agency' of deu e\ macluna to undertake it for 
them Without such a step, the movement will lack the 
vital force of enthusiasm and self-reliance on the part of 
those within the movement \ peoples’ movement cannot 
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always be worked with success through a Government 
agency, though its initiation may have come from that 
source To achieve the end in view, there must be a wide 
diffusion of co-operative education and also of general edu- 
cation With such essential concomitants, the movement 
in the country may surely be expected to yield far greater 
and lasting results than has been the case hitherto 


End 
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APPENDIX I 

List op Federations, Institutes or Unions, doing the work 
of Propaganda, etc in the different Provinces 
in India (See pagf 328 ) 

1 Madras Provincial Co-operative Union, (1914) Roj apettah, 

M idras 

Publishes the Madras Journal of Co-operation in English 
The Madras Co-operator is published bj the Madras 
District Bink 

Regional Federations of Madras 
(a) Andhra Sahakara Sammelanam, Beziiada, 

Publishes “ Andhra Sahalaram ’ in Telugu, 

(h) Tamil Nadu Co-operative Federation, Coimbatore, 
Publishes “ Kotluravu ’ m Tamil, 

( c ) South Kanara District Co-operative Council, Mangalore, 

Publishes “ Kannada Sahalari ” in Kanarese, 

(d) The Malabar District Co-operative Federation, Calicut, 

Publishes “Para spar a Sahayd’ in M'llayalnm, 

( e ) East Godavari Federation, Alamuru, 

Publishes “ Andhra Sahahara Sammclana Patril a 

2 The Bombaj Provincial Co-operative Institute, (191 S) 

9 Bakehouse Lane, Fort, Bombaj 
Publishes journals as follows — 

( a) The Bombay Co-operatne Quarterly in English, 

(h) Sahalari Mitra m Marathi, ' 

(c) Sahalara Patnla in Gujarati, 

(d) Sindh Co-operator m Sindhi, 

two other journals are published bj the Branches, 
one m Marathi and the other in Gujarati 
S Ihe Bengal Co-operative Organisation Society (1918), 
Norton Building, Lai bazaar, Calcutta 
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Publishes the following journals — 

( a ) The Bengal Co-operative Journal m English, 

(b) Bhandar in Bengali 

4 Bihar and Orissa Co-operative Federation, Patna, (1918) 

Publishes the following journals — 

(a) Bihar and Orissa Co-opei ative Journal m English, 

(b) Satyog Samachara in Hindi 

5 The Punjab Co-operative Union, Lahore, (1918) 

Publishes the journil “Co-opei ation" in Punjabi 

6 The Burma Co-operative Council, (1918), Mandalay 

7 The Cential Provinces and Berai Co-operative Fedeia- 

tion (1913), Sehora Road, Jubbulpoie, 

Publishes •* Grama ” in Hindi 

Regional Federations m the Province 

(a) The Berar Co-operative Institute, Amraoti (1923) 

Publishes “SahaLan Vidarbha ’ in Marathi 

(b) The Jubbulpore-Nerbudda Divisions Co-operative 

Institute, Jubbulpore, (1923) 

(c) Chhatisgarh Division Institute, Chhatisgarh, (1928) 

(d) Nagpui Division Co-opeiative Institute, Nagpur, 

(1929) 

8 The United Provinces Co-operative Union (1928), 

Lucknow 

Publishes the United Provinces Co-operative Journal 
in English and also another Co-operative Journal 
in Vernacular 

9 (a) The Surma Vallej Co-operative Organisation 

Society, (1925), Silchar, Assam 
Publishes “Samabay” in vernacular, 

(b ) The Upper Assam Co-operative Organisation 

Societj (1929) 

10 The Corn g Co operative Union, Mercara, Coorg 
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Federations in the Indian States 

11 The Mysore Co-operative Propagandist Institute (1924), 

No 1, Albert Victor Road, Chamrajpet, Bangalore 
City 

Publishes “ Mysore SahaLara Patrl!e ,, in Kanarese 

12 The Hyderabad Central Co-operative Union, Hyderabad, 

Deccan, (1925) 

Publishes “Saliakara'’ m Kanarese, Urdu, Telugu and 
Tamil 

(a) British Administered Area Central Co-operative 
Union, Secunderabad, (1927) 

13 Shree Saiaji Sahahara Seiaka Sangh (1926), Government 

Old Pedhi Building, Baroda 
Publishes a Gujarati journal 

14 lhe Travancore Co-operative Institute, Trivandrum 

15 Cochin Central Co-operative Institute (1924), Jos 

Building, 45|46, the Round, Tuchur 

16 The Indore Co-operative Central Association, King 

Edward Hall, Indore (Holkar’s State) 

17 Pudduhottai State Co-opera tne Institute, East Mam 

Street, Puddukottai, (1925) 



APPENDIX II 

Select Bibliography of Co-operative Literature 

Aves, Ernest— Co-operative Industry 
Begtrap— Folk High Schools of Denmark 
Bliatnagar— Co-operative Organisation m British India 
Blanc, E T — Co-operative Movement in Russia 
Bonner —Federal Intermediate Credit System, USA 
Cahill, J R — Report on Agricultural Credit and Agriculhtral 
Co-operation in Germany 

Calvert, H —The Lara and Principles of Co-operation in India 
,, — The Wealth and Welfare of the Punjab 

Chandrika Prasad— Agricultural Co-operation in Denmark 
Crosthwaite, H R — Co-operative Studies and the C P System 
Darling, M L _ Some Aspects of Co-operaticm in Germany, Italy, 
Ireland 

,, —The Punjab Peasant in prosperity and debt 

Devine, H C —Peoples' Co-operative Banks 
Dupernex, H —Peoples’ Banks for Northern India 
Ewbank, R B —Indian Co-operative Studies 
Faber, Herald— Co-operation in Danish Agriculture 
Fay, C R -Co-operation at Home and Abroad 
Fought— Rural Denmark and its Schools 
Ghosh, H H —Theory of Co-operative Credit 
Gide, Prof — Charles-Consumers ' Co-operative Societies 
Herrick— Rural Credits 

Holyoake, G J -Co-operative Movement To-day 
,, — History of Co-operation 

,, —History of Rochdale Pioneers 

International Labour Office— Co-operative Movement in Soviet 
Russia 

Kaji, Prof H L -Co-operation m Bombay— Studies 
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Kaji, Prof H L —Primer on Co-operation 
Kale, Prof V J —Introduction to Indian Economics 
Keatinge, G F —Rural Economy in Bombay Deccan 
Mackaj —Practical Co-operative Marketing 
Madams — The Story Retold 

Mann, Dr H —Life and Labour m a Deccan Village 
Mehta, V L -Co-operalne Credit 

„ ,, —Studies in Co-operatne Finance 

,, ,, and Venkatsubbayja— Co-operatue Moiement 

Matthai, Dr John— Agricultural Co-operation in India 
Mukherji, P —The Co-operative Moiement in India 

,, R K —The Foundations of the Indian Economics 
Mnrphv— Marletmg of Agricultural Products 
Nicholson, F —Report regarding the possibility of introducing 
Land and Agricultural Banks into the Madras Presidency , 
2 Vols 

Nicholson, S A —Our Story 
Ogata — Co-operation in Japan 

Potter, Beatrice— The Co-operative Movement in Great Britain 
Prat, E H — Agricultural Organisation 
„ — Transition in Agriculture 

Ray, S C — Agricultural Indebiness m India and its remedies 
Riegel— Building and Lxmn Associations 

Rothfeld, Otto — Impressions of the Co-operative Moiement in 
France and Italy 

Sim Lave of Friendly Societies and Industrial and Prondent 
Socic'y 

Slater, Gilbert — Some South Indian Villages, Economic Studies 
Smith-Gordon and O’Bnen— Co-operation in Many Lands 
Strickland, C F — An introduction to Co-operation in India 

a — Studies in European Co-operation, Vo! I § II 
T Trigg, H J The Organisation and extent of Co-operative Edu- 
" cation 

Tvrigg, H J —An on' line History of Co-operative Education 



Webb, Catherine — Industrial Co-operation 
Webb, Sidnei and Beatrice— Consumers' Co-operative Movement 
Williams, Aneurm— Co-partnership and profit sharing 
Wolff, H W — Co-operative Banking 
,, ,, — Peoples' Banks 

,, „ -Co-operation m Agriculture 

, ,, -Co-operaii le Moiemen f in India 

,, ,, —Rural Reconstruction 

Leading Co operatrs e Magazines m India 

Agricultural and Co-operative Gazette , Kagpur 

Bengal Co-operative Journal 

Bombay Co-operative Quarterly 

Madras Journal of Co-operation 

Madras Co-operator 

Behar and Orissa Co-opera hie Journal 

Indian Journal of Economics 

Mysore Economic Journal 

United Provinces Co-operative Journal 

Leading Co-operative Magazines m Europe 

Better Business, Ireland 

Co-operative Kczcs, Manchester 

Co-operative Education, Manchester 

Co-partnership, England 

Relieve of International Co-operation, London 

International Reuexs of Agricultural Economics, Rome 

Monthly Bulletin of Economic and Social Intelligence 

Manuals Published by the Registrars 

Bengal Co-operative Credit Manual 
Burma Hand-Book of Co-operation 
Coorg Co-operative Manual 
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Bombay Co-operative Manual 

Eastern Bengal and Assam Co-operative Manual 

Madras Co-operative Manual 

United Provinces Co-operative Manual 

Reports 

Annual Reports on the working of the Co-operative Societies in 
various Provinces 

The Report of the Committee on Co-operation in India, also known 
as Maclagan Committee Report, 1915 
Proceedings of the Conferences of the Registrars, 1900, 1907, 
1908 , 1909, 1911, 1912, 1913, 1918, 1926 
Proceedings of the Legislative Council regarding Co-operative Acts 
Reports of the Provincial Co-operative Conferences 
Statistical Statements regarding the Progress of Co-operation in 
India, published annually 

King Committee Report of Inquiry in C P and Berar, ( 1922 ) 
Oakden Committee Report of Inquiry in United Provinces, (1925 ) 
Townsend Committee Report of Inquiry in Madras, (1928 ) 
Calvert Committee Report of Inquiry in Burma, (1930 ) 

The Report of the Royal Commission on Agriculture, (1928 ) 
Reports of the Provincial Banking Enquiry Committees, (1930) 
Report of the Central Banking Enquiry Committee, ( Not Out ) 

Year-books 

J car-books of Agricultural Co-operaHon (by Plunkett Foundation ) 
Peoples' Year Book (By C JV S and S C TV S ) 
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